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The Department of State BULLETIN, 
a weekly publication issued by the 
Office of Public Services, Bureau of 
Public Affairs, provides the public 
and interested agencies of the 
Government with information on de- 
velopments in the field of foreign rela- 
tions and on the work of the Depart- 
ment of State and the Foreign Service. 
The BULLETIN includes selected press 
releases on foreign policy, issued by 
the White House and the Department, 
and statements and addresses made 
by the President and by the Secretary 
of State and other officers of the De- 
partment, as well as special articles on 
various phases of international affairs 
and the functions of the Department. 
Information is included concerning 
treaties and international agreements 
to which the United States is or may 
become a party and treaties of general 
international interest. 

Publications of the Department, 
United Nations documents, and leg- 
islative material in the field of inter- 
national relations are listed currently. 
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Economic Development in Latin America 


by Under Secretary Dillon* 


I can think of no more appropriate setting for 
this first Caribbean Assembly than the hospitable 
Commonwealth of Puerto Rico. For the people 
of this thriving, self-governing Commonwealth 
are drawing fully upon their rich Hispanic cul- 
tural heritage in fruitful efforts to achieve a better 
life with the warm support of their fellow citi- 
zens of the continental United States. 

All of us here tonight seek greater understand- 
ing of one another. We treasure the special quali- 
ties of friendship and solidarity which character- 
ize inter-American relations. Yet we recognize 
that misunderstandings can occur which call for 
sober examination in the spirit of mutual coopera- 
tion that pervades this important conference. 

Our dedication to building a stronger, freer 
hemisphere must not be hampered by doubts aris- 
ing out of misconceptions. We are all aware that 
there are those, within our own hemisphere as well 
as abroad, who seek to create frictions and fan 
them into hatred and suspicion to serve their own 
ends. They will not succeed if we join vigilantly 
and energetically together in keeping the under- 
brush of misunderstanding cleared away before 
it can grow into a rank jungle barrier. 

We of the United States are genuinely dis- 
tressed by one such misunderstanding, sometimes 
voiced in the other Americas, that we have been 
80 preoccupied with our responsibilities in other 
parts of the world that we have tended to forget 
our southern neighbors or to take them for 
granted. Nothing could be farther from our in- 
tentions or desires—nor, I submit in all good con- 
science, from our performance. It occurs to me 


CV_ 

‘Address made before the Caribbean Assembly at Do- 
tado Beach, Puerto Rico, on Mar. 1 (press release 87 
dated Feb. 29). 
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that our not inconsiderable contributions to the 
growth of the hemisphere have been channeled 
into so many fields over so long a period of time 
that their total impact and the overall purpose 
which inspires them have been obscured. 

Throughout my own country there is today a 
deep, growing, and highly vocal interest in the 
problems of hemisphere development. This 
should reassure our friends to the south and make 
it easier to place our many and diverse efforts in 
proper perspective. 

Since the earliest days of the United States, we 
have recognized that our ties and common interests 
with the other American Republics are of unique 
importance to us as a nation and as a people. We 
have a profound and sympathetic interest in work- 
ing with our fellow Americans to solve the whole 
range of political, social, cultural, and economic 
problems which confront the hemisphere. 

The need for economic development is perhaps 
the most urgent of these problems. In responding 
to this need, the United States has but one objec- 
tive: to cooperate closely with all the peoples of 
the Americas in attaining sound, stable, expand- 
ing economies within the framework of free so- 
cieties, dedicated to enlarging liberty and 
opportunity for all. We have no other motivation. 

We of the United States are well aware that 
there are huge new forces at work in the southern 
region of our hemisphere, which is in a state of 
healthy ferment. There is a so-called “population 
explosion,” a virtual industrial revolution, a tre- 
mendous surge toward progress that has taken an 
increasingly democratic turn in response to grow- 
ing political consciousness and demands for social 
reform. 

We are enthusiastically supporting the efforts of 
responsible leaders of the hemisphere to satisfy 
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their peoples’ demands for a fuller life. For we 
recognize that, if their efforts are successful, the 
future holds few limits. We also recognize that 
failure to realize legitimate aspirations could lead 
to violence, Communist subversion and dictator- 
ship, or other forms of regimentation which are 
equally repugnant to the peoples of the 
hemisphere. 


Need for Intensified Production Effort 

Today no area of our planet is in greater process 
of change than Latin America. By the end of the 
current decade Latin America will have a popula- 
tion of 270 million inhabitants—an increase of 300 
percent in half a century. Its 214 percent annual 
growth is the largest of any area in the world. 
The enormous pressures of this population in- 
crease call urgently for an intensified production 
effort to satisfy the ever-growing number of con- 
sumers who require more food and other necessi- 
ties, a larger number of jobs, and broader cultural 
horizons. 

But Latin America’s potential is enormous, In 
all the basic industries—agriculture, steel, min- 
erals, chemicals, electrical energy, and transporta- 
tion—a high order of development is not only 
feasible but is already underway. Gross product 
has the prospect of increasing more than twice as 
fast as population. As for food, it is estimated 
that production can be multiplied fivefold if 
modern methods are employed. If responsible 
leadership provides the needed stimulus, there are, 
in truth, no problems in Latin America which con- 
stitute impenetrable barriers to normal and or- 
derly progress. 

To accelerate development, substantial help in 
the form of external capital and technical assist- 
ance is also needed. Outside help, however, can 
only stimulate and contribute to growth. It 
cannot substitute, nor should it be regarded as a 
substitute, for economically sound efforts which 
must be made by the governments of Latin 
America themselves if they are to satisfy their 
peoples’ legitimate aspirations. In this regard 
we can learn many profitable lessons from “Oper- 
ation Bootstrap” here in Puerto Rico. 

There are numerous tools at hand—including 
some important new ones—to help in this all- 
important struggle. 

The new Inter-American Development Bank is 
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now a reality.2, The Bank will have a billion dol- 
lars for loans to its member countries, which in- 
clude all of the Americas except Cuba. Perhaps 
the Bank’s most striking feature is that it is more 
than just a financing association. It is truly a 
development institution. For it will provide tech- 
nical assistance to help insure that development 
projects are properly planned, properly engi- 
neered, and properly designed. Another impor- 
tant Bank service will be to advise on other avail- 
able sources for financing all or part of individual 
projects. In this way it is expected to become a 
focal point for the overall coordination of Latin 
American development efforts. The United 
States, which is supplying 45 percent of the 
Bank’s capital, was among the first to ratify its 
charter. 

Our membership in the Bank complements our 
substantial long-term participation in the work of 
the World Bank and the International Monetary 
Fund, which will both continue to make financing 
available to Latin American nations, These insti- 
tutions have recently increased their resources on 
our initiative.® 

Another United States initiative which can con- 
tribute to Latin America’s progress is the pro- 
jected new International Development Associa- 
tion, whose charter is now awaiting parliamentary 
ratification.* 

Still another United States initiative was our 
proposal earlier this year that the prospering 
nations of Western Europe and Japan give prior- 
ity to increasing the flow of both public and pri- 
vate capital and technical assistance to the newly 
developing areas.’ We do not intend in any way 
to diminish our own role. But Western Europe 
and Japan are now financially capable of mount- 
ing a sizable effort which could powerfully assist 
our own. If their response is as constructive and 
as generous as I hope, Latin America should bene- 
fit from this new, coordinated effort to stimulate 
free-world economic growth. 

The other Americas will, of course, continue to 


*For a statement made by Secretary of the Treasury 
Robert B. Anderson at the first meeting of the Board of 
Governors of the Inter-American Development Bank at 
El Salvador on Feb. 8, see BULLETIN of Mar. 14, 1960, 
p. 427. 

* Tbid., Oct. 5, 1959, p. 488. 

‘For a letter of President Eisenhower transmitting to 
the Congress a special report on the IDA, see ibid., Mar. 
14, 1960, p. 422. 

5 See p. 440. 
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be completely free to seek bilateral assistance from 
our Export-Import Bank and, whenever they are 
unable to obtain financing from other free-world 
sources, from our Development Loan Fund. 
Some notion of the size of our bilateral loans to 
Latin America can be gleaned from these figures: 
During the last 10 years alone, the Export-Import 
Bank has loaned more than $214 billion to Latin 
America, which has received more than 40 percent 
of all its loans. If we add to this the record of 
the Development Loan Fund, the International 
Cooperation Administration, and loans made un- 
der our P.L. 480 program for the disposal of agri- 
cultural surpluses, the grand total this past decade 
comes to more than $314 billion. Many of these 
public loans are for harbors, highways, power, 
irrigation, and other projects for which adequate 
local capital is not available but which have to be 
created before sustained development can begin. 


Role of Private U.S. Investment 

Private United States investments in Latin 
America, which now total more than $9 billion, 
play an even larger role in development. For the 
past 5 years private U.S. investment increased at 
an average of $600 million per year. It has been 
estimated that U.S. private capital made it pos- 
sible for Latin America to develop nearly twice as 
fast during the fifties as it otherwise would have. 
Let me cite some significant figures: 


* In recent years Latin American governments 
have collected 15 percent of all their revenues from 
U.S. companies. 

* Profit remittances by U.S. companies are only 
about half as large as their tax payments in Latin 
America. 

*U.S. companies have consistently earned 
large annual amounts of foreign exchange for 
Latin America—up to $1 billion a year toward the 
latter part of the fifties. 

* About three-quarters of the gross revenues of 
U.S. companies is paid out in Latin America to 
cover local tax, wage, and material costs. 

* During a typical recent year U.S. companies 
in Latin America provided jobs for 625,000 per- 
sons. Less than 9,000 were from the U.S. Of 
some 48,000 positions classified as supervisory, 
professional, or technical, only one out of six was 
held by a U.S. citizen. 


Isubmit that these facts refute conclusively any 
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accusation that Latin America is being “exploited” 
by private United States enterprise. 

U.S. firms in Latin America are good “corporate 
citizens,” and responsible Latin American leaders 
recognize the constructive role of U.S. investors in 
the growth of their countries. Instead of “ex- 
tracting” wealth, as is sometimes erroneously 
charged, U.S. firms are creating new wealth for 
host countries. In fact, reinvestment of earnings 
by U.S. firms usually exceeds the total of divi- 
dends remitted to investors. Since local capital is 
inadequate to do the job of development alone and 
there is necessarily a limit to the Government 
funds which the U.S. taxpayer can make available, 
it is vital to Latin America that the rate of private 
U.S. investment continue. 

Naturally, economic progress must be pursued 
by each country in ways consistent with its own 
cultural, political, and economic patterns. But 
if investment is to continue, there must always be 
due regard for the legal and property rights of the 
foreign investor. When foreign investors are sub- 
jected to expropriation without prompt, equitable, 
and effective compensation, it would be folly to 
believe that foreign investment will continue to be 
attracted. If it is repelled, one of the most im- 
portant tools of development will have been 
thrown away. 


New Regional Trading Arrangements 


A pair of new tools have recently been created 
with the launching of two regional trading ar- 
rangements. A Common Market is coming into 
being between El] Salvador, Guatemala, and Hon- 
duras which will have beneficial effects in diversi- 
fying production and trade. If it can be ex- 
panded to include the rest of Central America, it 
will become an even stronger influence for devel- 
opment. Only a few days ago, seven nations 
signed a treaty at Montevideo aimed at progres- 
sive reduction of trade barriers. Both of these 
regional trading arrangements will make it eco- 
nomically possible to produce goods now being 
imported from outside their areas. They will 
also help to create a climate which will attract 
additional private capital from abroad. 

Still another tool of comparatively recent origin 
is multilateral consultation on commodity prob- 
lems. Our friends in the Americas have long been 
seeking ways to lessen sharp price fluctuations of 
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their basic commodities in world markets. The 
U.S., as the principal coffee consumer, joined 
grower nations in 1958 in a study of the problems 
of the coffee industry. As a result, the Inter- 
American Coffee Agreement was negotiated be- 
tween the producing countries. This was later 
expanded to include African producers in an In- 
ternational Coffee Agreement. Relative stability 
now rules in the coffee market, to the great benefit 
of the 15 exporting countries of Latin America. 
Similar efforts are going forward on other 
commodities. 

Since reciprocal trade is a basic tool of progress, 
we shall continue to do everything in our power 
to open our markets wider to the products of the 
other Americas, whose trade with us has reached 
nearly $4 billion a year in each direction. Through 
the General Agreement on Tariffs and Trade we 
are constantly seeking to break down barriers to 
trade which might prove harmful to ourselves and 
to our American neighbors. 


improving Human Skills 

But, important as they are, financial assistance 
and the benefits of expanding trade are not suf- 
ficient, in themselves, to bring about development. 
People are the most essential tool of growth. 
There is a need in Latin America for improved 
human skills at all levels. 

We have been working with the other govern- 
ments of the hemisphere since 1942 in joint public 
health, agricultural, and educational endeavors. 
These programs are still important, but the con- 
cept of technical cooperation has been broadened 
to deal with problems in many other fields, includ- 
ing industrial hygiene, the development of trained 
managers and administrators for private enter- 
prise, and the training of qualified civil service 
personnel for government. These joint programs 
have a radiating beneficial effect by stimulating 
many locally conceived innovations which are aid- 
ing progress. Puerto Rico is playing an impor- 
tant role in this field of technical cooperation. Our 
Federal Government cooperates with the Com- 
monwealth in a program which brings to Puerto 
Rico thousands of persons from Latin America 
and elsewhere around the globe to study methods 
developed here so that they can apply them in 
solving similar problems in their own lands. 

We cannot hope to achieve our common objec- 
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tives of economic prosperity and political stability 
unless our peoples understand and appreciate one 
another’s cultural values. The United States has 
been working for many years to promote greater 
interchange of people, knowledge, and cultural 
attainments on a massive scale. Our Government 
has continuously expanded its exchange programs 
with the other Americans. This year more United 
States and Latin American citizens will be study- 
ing, teaching, and doing research in each other’s 
countries than ever before. It is my personal 
hope that more and more attention will be given 
to cultural interchange in the years to come. 

We of the United States regard all of the co- 
operative efforts I have been describing as tools 
to be used in fulfilling a commonly shared Ameri- 
can dream: the development of the hemisphere to 
satisfy the mounting expectations of its peoples, 
These expectations and the need for large-scale 
cooperative efforts to meet them have been elo- 
quently caught by Brazil’s President Juscelino 
Kubitschek in Operation Pan America. 

The concept of Operation Pan America is one 
which we fully support. It should lead to better 
coordination of the multifarious and sometimes 
scattered efforts that have characterized the past. 
Immediate benefits should flow from a series of 
comprehensive economic studies to be conducted 
by the Organization of American States. These 
studies, which have so far been requested by 11 
nations, should enable us to better assess the task 
ahead. 


Suggestions for Immediate Study 

In the meantime I wonder if we do not already 
have at hand suggestions on ways to attack prob- 
lems common to all the hemisphere, which could 
be given immediate study by the people of each 
country in the light of their own needs. I should 
like to offer the following for your consideration 
during this conference: 


First, how can ways be found to reduce the 
financial burden of unnecessary armaments? The 
Presidents of Chile and Peru have appealed for a 
conference on arms limitation in the hemisphere. 
It would certainly be in the common interest to 
bring about a settlement agreeable to all, within 
the bounds of effective hemispheric security. Re- 
duced expenditures on armaments should mean an 
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increase in funds that could be devoted to more 
productive purposes. 

Second, how can the internal tax burden be 
spread more equitably, and how can taxes be col- 
lected more effectively? The tax burden in many 
countries is not apportioned according to the 
ability topay. Tax reforms could increase govern- 
ment resources for economic development and at 
the same time reduce the burden borne in some 
countries by lower income groups. 

Third, what measures can be taken to liberate 
private enterprise—domestic as well as foreign— 
from unnecessary controls and interferences? Al- 
though some governmental controls are un- 
doubtedly needed, they should not be permitted 
to impede the significant contributions which 
socially conscious private enterprise can, and 
does, make to progress. 

Fourth, how can overstaffed governmental 
bureaucracies be reduced without causing undue 
hardships, and how can governmental operations 
be made more effective—perhaps through the in- 
stitution of civil service systems ? 

Fifth, what steps can be taken to expand educa- 
tional facilities? In terms of development, one of 
the most pressing needs of the other Americas lies 
in the field of technological education for a tech- 
nological age. Their engineering and technical 
schools now enroll some 50,000 students, and the 
need is for many times that number. But the 
long-range educational problem lies even deeper. 
It is estimated that an additional 400,000 teachers 
are required merely to assure an elementary educa- 
tion for the present school-age population. 

Finally, how can excessive inflation be brought 
under control? This is admittedly not an easy 
task. It is one of the most difficult problems now 
confronting many of our sister republics. But 
ways must be found if continued economic growth 
is not to be frustrated. Success in this endeavor 
would lessen the wasteful use of resources, restore 
confidence in the currency, and thus encourage 
savings, channel investment of domestic capital 
into productive local enterprise rather than into 
the sterile haven of real estate, reduce the flow of 
money to foreign bank accounts and foreign se- 
curities, and bolster real wages consistent with a 
rising standard of living. The first and funda- 
mental step in this direction would be wider 
realization of the fact that uncontrolled inflation 
is not synonymous with sustained growth and that 
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sound fiscal and monetary policies are not contrary 
to development. 


Only with sound policies will solid and con- 
tinuing progress be won. For production and still 
more production is the only way to achieve eco- 
nomic progress. Opportunism—the creation of 
divisions and hatreds between classes or between 
nations—demagoguery—disrespect for the rights 
of minorities, for human dignity, and for the right 
to dissent—disregard for property rights—all 
these can lead only to Zess production and to fall- 
ing standards of living. 


Foundations of the American Community 

As we meet here tonight, President Eisenhower 
is making an historic visit toSouth America. You 
will have an opportunity to hear some of his per- 
sonal impressions before your conference closes. 
I deeply regret that the press of official duties re- 
quires that I return tomorrow to Washington. 
For I had hoped to take part in your discussions, 
and I had been looking forward particularly to 
hearing the views of that eminent statesman, Don 
German Arciniegas of Colombia, when he ad- 
dresses you two nights hence. 

President Eisenhower's trip has amply demon- 
strated our deep-seated desire in the United States 
to identify ourselves with the surging aspirations 
of the Latin American peoples and to help them 
strengthen democracy and attain higher standards 
of living. We hold that no nation in this hemi- 
sphere stands alone. The spiritual and material 
well-being of one country is a matter of continuing 
and urgent concern to all. I say this with deep 
conviction. But it is more than aconviction. It is 
an article of faith. For our American community 
is built upon a bedrock of friendship and mutual 
respect. And friendship and solidarity have their 
roots in the human heart. 

On behalf of my country and my people, I want 
to assure our friends of this: No matter what our 
commitments in other areas of the world—and 
they must know that they are many and burden- 
some and are designed to achieve the same free- 
world goals to which all of them subscribe—the 
United States will never forget the needs of its sis- 
ter republics. Our feeling of friendship and kin- 
ship for the citizens of the other Americas is as 
deep-rooted and enduring as our belief in the free- 
dom and dignity of the human spirit. 
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Development Assistance Group 
To Convene at Washington 


Press release 95 dated March 2 


The United States Government has issued invi- 
tations to the Governments of Belgium, Canada, 
France, Germany, Italy, Japan, Portugal, and the 
United Kingdom and to the Commission of the 
European Economic Community to attend a meet- 
ing of the Development Assistance Group to be 
held at Washington March 9 to 12. These invita- 
tions have been accepted. The meeting stems from 
the special economic meetings held at Paris Janu- 
ary 12 to 14, where a resolution was adopted noting 
that certain countries intended to consult concern- 
ing their policies of assistance to less developed 
countries.1 The purpose of the meeting is to dis- 
cuss the means of expanding and facilitating the 
flow of long-term capital funds to less developed 
areas and the various aspects of cooperation in 
these efforts. 


U.S. Seeks To Establish Basis 
for Negotiations With Cuba 


Following is an exchange of notes between 
Daniel M. Braddock, US. Chargé @ Affaires ad 
interim at Habana, and Dr. Rail Roa, Cuban 
Minister of State. 


TEXT OF U.S. NOTE 


Press release 92 dated February 29 


Frpruary 29, 1960 
I have the honor to acknowledge the receipt of 
Your Excellency’s note of February 22 regarding 
the decision of the Government of Cuba to name 
a commission to negotiate in Washington on mat- 
ters pending between Cuba and the United States 
of America. The Government of the United 
States welcomes and shares the expressed willing- 
ness of the Government of Cuba to seek a solution 

of outstanding problems through negotiations. 
Your Excellency will appreciate, I am sure, 
that the Government of the United States cannot 


*For a series of statements made by Under Secretary 
Dillon at the Paris meetings, together with the texts of 
three resolutions adopted by the group, see BULLETIN of 
Feb. 1, 1960, p. 139. 
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accept the condition for the negotiations stated jn 
Your Excellency’s note to the effect that no 
measure of a unilateral character shall be adopted 
on the part of the Government of the United 
States affecting the Cuban economy and its 
people, whether by the legislative or executive 
branch. As set forth in President Eisenhower's 
statement of January 26, the Government of the 
United States must remain free, in the exercise of 
its own sovereignty, to take whatever steps it 
deems necessary, fully consistent with its inter- 
national obligations, in the defense of the legiti- 
mate rights and interests of its people. The 
Government of the United States believes that 
these rights and interests have been adversely af- 
fected by the unilateral acts of the Government of 
Cuba.? 

The Government of the United States for its 
part firmly intends to continue by its conduct 
and through its utterances to reaffirm the spirit 
of fraternal friendship which, as Your Excellency 
so well stated, has bound and does bind our two 
peoples and which the Government of the United 
States believes is earnestly cherished by them. 
Prior to the initiation of negotiations and through 
normal diplomatic channels the Government of 
the United States would wish to explore with 
the Government of Cuba the subjects to be dis- 
cussed and the manner and place in which nego- 
tiations might be conducted. Accordingly, I 
would welcome, for transmittal to my Govern- 
ment, any proposals which Your Excellency might 
care to submit in these respects. 

Accept, Excellency, the assurances of my high- 
est consideration. 


TEXT OF CUBAN NOTE 


Unofficial translation 
FrEsruary 22, 1960 


I have the honor to communicate to you that the 
Revolutionary Government of Cuba, in accordance with 
its expressed proposal to renew through diplomatic chan- 
nels the negotiations already begun on matters pending 
between Cuba and the United States of America, has 
decided to name a commission, qualified for the purpose, 
which could begin its negotiations in Washington oa the 
date which the two parties might agree. 

The Revolutionary Government of Cuba wishes to make 
clear, however, that the renewal and subsequent develop- 
ment of the said negotiations must necessarily be subject 


* BULLETIN of Feb. 15, 1960, p. 237. 
*For background, see ibid., Feb. 1, 1960, p. 158. 
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to no measure being adopted, by the Government or the 
Congress of your country, of a unilateral character which 
might prejudge the results of the aforementioned negotia- 


| tions or cause harm to the Cuban economy and people. 


It seems obvious to add that the adherence of your 
Government to this point of view would not only con- 


’ tribute to the improvement in the relations between our 


respective countries but also reaffirm the spirit of frater- 
nal friendship which has bound and does bind our peoples. 
It would moreover permit both Governments to examine, 
in a serene atmosphere and with the broadest scope, the 
questions which have affected the traditional relations 
petween Cuba and the United States of America. 


President Lleras of Colombia 
To Visit United States 


The Department of State announced on March 
2 (press release 93) that arrangements have been 
completed for the visit of Dr, Alberto Lleras- 
Camargo, President of the Republic of Colombia, 
who will visit the United States this spring at the 
invitation of President Eisenhower. 

President Lleras, accompanied by Sefiora de 
Lleras and party, will arrive at Washington on 
April 5. On April 8 they will begin a brief trip 
in the United States that will include stops at Hot 
Springs and Roanoke, Va., New York City, and 
Miami, Fla., and will leave Miami for Bogota on 
April 16 or 17. 


U.S. Welcomes Australian 
Trade Liberalization 


Department Statement 


Press release 103 dated March 4 

The United States welcomes the action, effec- 
tive February 23, of the Government of Australia 
as a result of which products comprising about 
90 percent of Australia’s imports, worth about 
$1.8 billion annually, are free of quota restrictions. 
This move follows steps taken last August 11 and 
December 1 by which Australia removed discrim- 
inatory quota restrictions against dollar goods 
from all except two commodities. 

As a result of these liberalizations only about 
200 products imported into Australia remain sub- 
ject to licensing restrictions and the import quo- 
tas under these licensing controls have been 
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increased by 20 percent. The restrictions re- 
portedly are to remain only until some other way 
is found to provide advance information on the 
level of imports of these items. The present re- 
strictions on imports of timber from dollar 
sources will be removed April 1, 1960, and the 
restrictions on imports of automobiles from dollar 
sources on October 1, 1960. 

This action means that the removal of quota 
restrictions on Australia’s imports is virtually 
complete. An increase in total imports from the 
present annual level of about $1.9 billion to about 
$2.2 billion is expected to result. 


U.S. and Canada Continue 
Columbia River Negotiations 


Following is a joint statement released at Ot- 
tawa on February 12 by E.. D. Fulton, Minister of 
Justice of Canada, and E. F. Bennett, Under Secre- 
tary of the U.S. Department of the Interior, at the 
conclusion of the first session of the negotiations 
on the cooperative development of the water re- 
sources of the Columbia River Basin, together with 
a communique released at Washington on March 6 
at the close of the second session. 


Joint Statement, Ottawa, February 12 


This first meeting, while primarily exploratory 
in nature, has provided a most useful opportunity 
for an exchange of views and progress has been 
made. We are determined to proceed with all pos- 
sible speed and to that end we have scheduled a 
second meeting to be held in Washington on March 
4 and 5. In the interim, experts from both our 
countries will be working on some of the more tech- 
nical aspects of the problems, with joint considera- 
tion by these experts of pertinent data. 

In our negotiations we are being guided by the 
Principles recommended by the International Joint 
Commission and we wish to take this opportunity 
to commend the members of that body for the 
excellent preparatory studies they produced. 


Communique, Washington, March 5 
Press release 104 dated March 5 

United States and Canadian Delegations ap- 
pointed to negotiate an agreement for cooperative 
development of the water resources of the Colum- 
bia River System held the second in a series of 
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meetings at the Department of State, Washington, 
on March 4-5, 1960. The first meeting of the 
two Delegations was held in Ottawa on February 
11-12, 1960. 

The Chairman of the United States Delegation 
is the Honorable Elmer F, Bennett, Under Sec- 
retary of the Interior. Other members are Lieu- 
tenant General Emerson C. Itschner, Chief of 
Engineers, United States Army; and Mr. Ivan 
B. White, Deputy Assistant Secretary of State. 

The Chairman of the Canadian Delegation is 
the Honorable E. D. Fulton, Minister of Justice. 
Other members are Mr. Gordon Robertson, 
Deputy Minister of Northern Affairs and National 
Resources; Mr. A. E. Ritchie, Assistant Under 
Secretary of State for External Affairs; and Mr. 
E. W. Bassett, Deputy Minister of Lands of the 
Province of British Columbia. 

The two Chairmen reported that progress was 
made at the meeting just concluded, which con- 
tinued the exchange of views initiated at Ottawa. 
This second meeting served to define in greater 
detail the views of the respective Governments. 
A third meeting has been scheduled for March 
31 and April 1 at Ottawa and, in the interim, 
experts of both countries will continue study of 
the technical aspects of the negotiations as 
required. 


U.S. Plans To Participate 
in Indus Basin Project 


DEPARTMENT STATEMENT 


Press release 90 dated February 29 


The International Bank for Reconstruction and 
Development announced on February 29 the 
readiness of certain friendly governments, includ- 
ing that of the United States, to participate in the 
financing of a Bank plan designed to effect a settle- 
ment of the Indus waters dispute between India 
and Pakistan. The other friendly governments 
concerned are those of Australia, Canada, Ger- 
many, New Zealand, and the United Kingdom. 

The total cost of the system of works required 
to achieve this settlement is estimated by the Bank 
to be in the order of the equivalent of $1 billion, 
partly in foreign exchange and partly in local 
currencies. 
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The contribution proposed by the Bank for the 
United States consists of $177 million in grant aid, 
$103 million in loans, and $235 million in local 
currencies to be derived from the operations of 
various U.S. programs in Pakistan. 

As pointed out by the Bank, actual implemen. 
tation of the financial plan, and the participation 
of the governments concerned, would be contingent 
on the ratification of the water treaty now under 
negotiation between India and Pakistan and 
would be subject to such legislative action as may 
be required in each contributing country. The 
Bank has expressed the hope that final agreement 
on all the outstanding points to be included in the 
water treaty will be reached within the next 2 
months. 

Subject to congressional concurrence the Gov- 
ernment of the United States proposes to assist this 
project financially because it wishes to see an early 
settlement of a major dispute which has since 1947 
embittered relations between India and Pakistan. 
The United States is also interested in helping this 
project because upon it depends the future welfare 
of the 40 million people who live in the Indus 
Basin. When completed the entire system of 
works will be by far the largest integrated irriga- 
tion project in the world. 

The Government of the United States is, there- 
fore, pleased with the progress which the Govern- 
ments of India and Pakistan have made toward 
settlement of the dispute and looks forward to the 
early conclusion between them of the water treaty. 
The contribution of the World Bank toward the 
success of these long-drawn-out and difficult nego- 
tiations has been invaluable. The plan drawn up 
by the World Bank constitutes perhaps a unique 
example of international cooperative help toward 
the fulfillment of a major program of economic 
development in the less developed areas of the 
world. 


WORLD BANK ANNOUNCEMENT 


The International Bank for Reconstruction and 
Development announced on February 29 that the 
negotiations for the conclusion of a water treaty 
between India and Pakistan in settlement of the 
Indus waters question are continuing in Washing- 
ton under the auspices of the World Bank. It is 
hoped that final agreement on all the outstanding 
points to be included in the treaty will be reached 
within the next 2 months. 


Department of State Bulletin 








Inc 
the 
195 
of 

wo 
ern 
for 


str 
wes 
use 
ert 
riv 
lea: 
for 


wa: 
wo. 
fur 
me 
wr 


pot 


drs 
flo 


suc 
ma 
of 


wo 


Au 
Car 
Gel 


Ney 


Uni 
Un 


or the 
at aid, 
local 
ms of 


emen- 
vation 
ngent 
under 
1 and 
S may 

The 
ement 
in the 
ext 2 


Gov- 
st this 
early 
» 1947 
‘istan, 
g this 
elfare 
Indus 
m of 
rriga- 


there- 
vern- 
ward 
to the 
reaty. 
d the 
nego- 
mn up 
nique 
ward 


1omic 
f the 


n and 
t the 
reaty 
f the 
hing- 
Tt is 
ding 
iched 


lletin 








The treaty would be based on a division of the 
Indus waters on the lines of the proposal made by 
the Bank to the two Governments in February 
1954. Under this proposal the three eastern rivers 
of the Indus system (Sutlej, Beas, and Ravi) 
would be for the use of India, and the three west- 
ern rivers (Indus, Jhelum, and Chenab) would be 
for the use of Pakistan. 

This division of the waters necessitates the con- 
struction of works to transfer, from the three 
western rivers, supplies to meet the irrigation 
uses in those areas of Pakistan which have hith- 
erto depended on supplies from the three eastern 
rivers. The effect of this transfer would be to re- 
lease the whole flow of the three eastern rivers 
for irrigation development in India, and, as part 
of the treaty, India would agree to contribute to- 
ward the costs of these works. The system of 
works to be constructed would, however, provide 
further substantial additional irrigation develop- 
ment both in India and Pakistan and, as well as 
irrigation, would develop important hydroelectric 
potential in both countries. It would also make 
an important contribution to soil reclamation and 
drainage in Pakistan and provide a measure of 
flood protection in both countries. 

It is estimated that the total cost of the system 
of works to achieve these results would be of the 
order of the equivalent of $1,000 million, partly 
in foreign exchange and partly in local currencies. 

The Bank has evolved a plan to finance the 
required expenditure and has had assurances from 
certain friendly governments of their readiness to 
participate in the cost of the plan, over and above 
the amounts to be contributed by India and 
Pakistan and by the Bank itself. The implemen- 
tation of the financial plan and the participation 
of the governments concerned would, of course, be 
contingent on the ratification of the water treaty 
now under negotiation and would be subject to 
such parliamentary and congressional action as 
may in each case be necessary. The participation 
of each of the friendly governments concerned 
would be as follows: 


A. In Foreign Exchange 


Australia £A 6,964,286 in grants 
Canada Can $22,100,000 in grants 
Germany DM 126,000,000 in grants 


£NZ 1,000,000 in grants 
£ 20,860,000 in grants 
US $177,000,000 in grants, and 
US $103,000,000 in loans 
B. In Local Currency 


The equivalent of US $235,000,000 


New Zealand 
United Kingdom 
United States 


United States 


March 21, 1960 


The President of the World Bank is prepared 
to recommend to the Bank’s Directors that the 
Bank should participate with loans to India and 
Pakistan of the order of $103 million. 

The Bank’s financial plan envisages that all 
construction contracts would be open to competi- 
tive bidding and that the foreign exchange con- 
tributions would be freely usable for purchases 
anywhere in accordance with procedures similar 
to those followed by the Bank in its normal 
operations. 

The costs of the construction program would be 
spread over a period of approximately 10 years, 
and the general supervision of the program would 


be undertaken by the Bank. 


U.S. Affirms Belief in Principle 
of Self-Determination for Tibet 


Following is an exchange of messages between 
Secretary Herter and His Holiness the Dalai Lama 


(press release 89 dated February 29). 


Secretary Herter to the Dalai Lama 


Fesrvuary 20, 1960 

Your Ho.tness: Thank you for your letter to 
me dated January 5, 1960. 

As you know, while it has been the historical 
position of the United States to consider Tibet as 
an autonomous country under the suzerainty of 
China, the American people have also traditionally 
stood for the principle of self-determination. It is 
the belief of the United States Government that 
this principle should apply to the people of Tibet 
and that they should have the determining voice 
in their own political destiny. 

Sincerely yours, 


Curist1An A. Herter 


His Holiness 
The Datat Lama 


The Dalai Lama to Secretary Herter 


BarLrampnvr, Inpta, January 5, 1960 


To: His Excellency, The Honorable Secretary of State, 
CuristTIAN A. HERTER 
Your EXcELLeNcy: Permit me to offer my sincere grati- 


tude to you and to the Government of the United States 
for your active support during the course of the debates 


in the United Nations General Assembly regarding the 
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problem of Tibet.2. I can assure Your Excellency that my 
people will always remember the help and assistance they 
have received thereby in their effort to determine for them- 
selves their own political destiny. 


The support and sympathy of the people and Govern- 
ment of the United States have been of great benefit and 
encouragement to us and we confidently hope that this 
will be continued. 

With assurances of my highest consideration, I remain, 

Yours sincerely, 


Datai LAMA 


U.S. Aids Victims 
of Agadir Earthquake 


Press release 102 dated March 4 

The U.S. Government has continued to increase 
its allocations for emergency aid to Agadir, 
Morocco, virtually destroyed by earthquake on 
the night of February 29-March1. Funds drawn 
from the Mutual Security Program’s contingency 
fund will finance assistance by U.S. agencies al- 
ready at work. The International Cooperation 
Administration also announced on March 4 it has 
authorized arrangements for shipment of 5,000 
metric tons of grain and up to 50 tons of milk 
under provisions of Public Law 480. 

U.S. Army, Navy, and Air Force units have 
been providing airlift, medical, and emergency 
supplies since the early hours of March 1, under 
the direction of U.S. Ambassador Charles C. Yost 
and in close cooperation with Moroccan authorities 
and units from five other Western nations and 
international relief organizations. Overall dis- 
aster relief has been coordinated by Moroccan 
Crown Prince Moulay Hassan. 

The U.S. effort began at 6:00 a.m., Tuesday 
morning, March 1, with the declaration by Am- 
bassador Yost that the Agadir earthquake 
constituted a national disaster. Ten thousand 
dollars was immediately released from the Am- 
bassador’s emergency fund, and U.S. military air- 


7 BULLETIN of Nov. 9, 1959, p. 683. 
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craft began flying in emergency medical and relief 
supplies and evacuating casualties, many of whom 
are under treatment in U.S. military hospitals in 
Morocco. A combined force of about 200 airmen, 
sailors, and marines drawn from U.S. bases in 
Morocco was rushed to Agadir to assist in rescue 
operations. Later a U.S. Army engineer com- 
pany from Germany was airlifted to the disaster 
area for rescue and demolition work. Also on 
hand is a Navy preventive-medicine unit to work 
with Moroccan medical authorities. 

Equipment flown into Agadir by U.S. forces 
included bulldozers, graders, and other heavy 
pieces for rescue and demolition work. Supplies 
provided from U.S. military stocks and airlifted 
to Agadir included tents, blankets, and cots for 
survivors; disinfectants, quicklime insecticides, 
and sprayers to help prevent possible epidemics; 
and even gas masks and salt tablets for workers 
on the spot. 

U.S. planes also helped fly in Royal Moroccan 
Army troops and contributions of emergency sup- 
plies from other sources. The coordinated air- 
lift also included French, Spanish, and Italian 
aircraft. 

The cruiser U.S.S. Newport News arrived on 
March 3 in the port of Agadir, joining ships of 
the French, Netherlands, British, and Italian 
navies. 

Both the American Embassy and U.S. military 
commands went on 24-hour watches, and a joint 
command post made up of Embassy, Navy, Mili- 
tary Liaison Office, and Air Force officers was 
established at the French airbase near Agadir. 
Communications between U.S. establishments and 
the Agadir area were maintained by ham radio and 
from the Navy base at Fort Lyautey to Agadir, 
supplemented by portable equipment flown into 
the devastated city. 

While the principal effort to provide relief con- 
tinues to be carried out by the Moroccan Govern- 
ment with substantial assistance from French units 
at hand, the U.S. is contributing to the extent 
possible. 
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The Economic Assistance Program for Fiscal Year 1961 


Statement by James W. Riddleberger 


Director, International Cooperation Administration * 


I welcome this opportunity to appear before you 
in my capacity as Director of the International 
Cooperation Administration to support those ele- 
ments of the fiscal year 1961 Mutual Security Pro- 
gram authorization request which are the responsi- 
bility of ICA. These include defense support, 
special assistance, technical cooperation, and the 
ICA administrative expenses. 

Over the past decade I have observed and par- 
ticipated in this program from the vantage points 
of both the developed and underdeveloped parts 
of Europe, including 6 years in Yugoslavia and 
Greece. I have personally witnessed the effec- 
tiveness of this program as a tool serving our 
foreign policy objectives. I am convinced that 
without this program the map of Europe would be 
very different today, we would have been com- 
pelled to spend for our own defense amounts ex- 
ceeding the cost of these programs in Europe, and 
our overall defense posture would be far less se- 
cure than it is now. 

Without United States assistance the Commu- 
nist rebels probably would have taken over Greece. 
It is difficult in 1960 to reconstruct in our minds 
the apparently hopeless position of the free forces 
in Greece in the late forties, when their authority 
in Athens itself extended over only a few blocks. 

The program has helped the free countries of 
Europe to meet an imminent Communist internal 
threat to their independence arising out of their 
economic collapse. It is doubtful if either France 
or Italy would have succeeded in the determined 
defense of their freedom without this program. 





*Made before the House Foreign Affairs Committee on 
Mar. 1 (press release 94). 


March 21, 1960 


Economic assistance has made it more feasible 
for Yugoslavia to proceed on the road of inde- 
pendence from Moscow, which it had chosen. 

This program has directly benefited the trade 
and commerce, and consequently the livelihood, of 
the entire free world. It has been the foundation 
for the rebirth of a determination by many na- 
tions to remain free and independent. It has 
strengthened the will of many nations to pursue 
without fear the path of freedom and independ- 
ence and to maintain a position of national sov- 
ereignty. It has helped to make the concept of a 
satellite state repulsive to free peoples. 

Also noteworthy is the fact that today many 
of the European countries, which, 12 short years 
ago, were themselves at the edge of economic 
chaos, are able and have begun to extend sub- 
stantial aid to underdeveloped countries. 

This program has helped the free countries of 
Europe to maintain a military posture which has 
significantly contributed to deterring or prevent- 
ing Communist expansion by force of arms. 
NATO and our complex of strategic bases are a 
direct consequence of this program. 

Under the Marshall plan assistance was con- 
centrated on the overwhelmingly important prob- 
lem of restoring and strengthening the economies, 
the stability, and the military power of Europe. 
However, while these striking forward strides 
have been made in Europe, additional and press- 
ing challenges requiring appropriate response 
from the United States have arisen during the 
past decade in the underdeveloped areas, in the 
Middle East, Asia, and more recently in Africa. 

Our initial step in the underdeveloped areas 
was the point 4 concept. This program recog- 
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nized that, unlike the situation in Western Europe, 
the shortage of technical skills and the inadequa- 
cies of local institutions represented as great a 
deterrent to progress as their lack of capital. Our 
technical cooperation program to assist in remedy- 
ing these situations has had a high degree of 
success. However, in some areas point 4 was 
overshadowed almost at the outset by the explo- 
sion of Communist armed force and intensified 
subversive action into the underdeveloped areas 
beginning with their subversive action in Iran, 
their takeover of mainland China, and the start 
of Communist military action in Korea, Indo- 
china, and the Taiwan Strait. These actions 
made imperative the provision of economic assist- 
ance in order to enable the countries most directly 
concerned to resist the threat by military meas- 
ures and to restore or strengthen their economies. 

With the gradual return of stability to Europe 
and Asia—an uneasy stability as we have seen in 
1959, and with Communist actions threatened or 
directed at such places as Berlin, Tibet, India, 
Laos, and the offshore islands—it has been pos- 
sible to direct increasing attention to the prob- 
lems of development in Asia and elsewhere and 
at the same time continue necessary attention to 
stability and maintenance of the military shield. 
Thus recent years have seen a significant growth 
of technical cooperation, the establishment of the 
Development Loan Fund, the creative use of our 
agricultural surpluses, the expansion of the 
International Bank for Reconstruction and De- 
velopment, and the development of other instru- 
mentalities to jointly mobilize the resources of 
the other developed nations of the free world. 

Our response has been properly characterized 
by flexibility and diversity to meet differing needs 
and priorities with limited resources. Our pro- 
graming process has been increasingly refined 
to permit this. 

In a constantly changing world scene it has not 
been easy to achieve the most effective balance be- 
tween, for example, Europe and Asia, military 
and economic needs, grants and loans, short-run 
impact and long-range benefits, military allies and 
neutrals, and major projects and diversified small 
projects. At no time have any of these possibili- 
ties been ignored. However, it has been certainly 
possible for men of reason to reach different con- 
clusions as to the proper balance. With the bene- 
fit of hindsight we can now see where a different 
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emphasis in particular situations might have been 
more effective. I personally believe that the shifts 
in emphasis and the changes in the program which 
the executive branch is proposing to you this year, 
and which ICA is, in part, charged to execute, 
represent not only another significant forward step 
in our continuing effort to improve foreign assist- 
ance but represent a program which is responsive 
to the needs of fiscal year 1961. 


The Fiscal Year 1961 Program 


The fiscal year 1961 program features a series 
of new points of, or shifts in, emphasis. President 
Eisenhower’s mutual security message and the 
presentations of Secretary Herter and Under See- 
retary Dillon before this committee? have indi- 
cated these points, which include increased 
concentration of assistance for economic growth in 
particular countries, the Indus Basin program,’ 
the special program for tropical Africa, decreased 
requirements for defense support, the greater con- 
tribution of other industrialized free nations, and 
the Inter-American Bank. I shall discuss several 
of these subjects in my presentation this morning. 

The fiscal year 1961 program contemplates con- 
tinued building and strengthening of the defensive 
shield along the Sino-Soviet arc. New emphasis 
is given to selecting and developing free-world 
economic strong points. 

It is our contention that the simple concept of 
increased concentration of major U.S. financial re- 
sources in selected countries will net more value 
for free-world economic strength than spreading 
our aid and assistance on a less catalytic scale 
among all countries benefiting from our economic 
programs. President Eisenhower’s program as 
it has been set before you takes a significant step 
in this regard. 

Thus, as you are aware, our program this year 
highlights India, Pakistan, and Taiwan as princi- 
pal examples of countries wherein it is clearly in 
our national interest, as well as in the national 
interest of these countries, to concentrate develop- 
ment assistance. 


South Asia 


Major capital assistance to south Asia will be 
provided through the Development Loan Fund, 
which will be described at a later session by Mr. 

? BULLETIN of Mar. 7, 1960, p. 369. 

* See p. 442. 

* BULLETIN of Mar. 14, 1960, p. 427. 
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[Vance] Brand [Managing Director, Development 
Loan Fund].’ However, I do think it is appro- 
priate for me to say that the program of ICA can 
be properly judged only in relation to the other 
parts of the Mutual Security Program and related 
programs, such as those under Public Law 480. I 
am convinced that the India capital-resources pro- 
gram, appropriately the responsibility of the De- 
velopment Loan Fund, forms an integral and 
essential part of our total response to the problems 
of economic development. We have our largest 
technical cooperation program in India. To carry 
out our heavy responsibilities in India and to help 
assure full integration of all U.S. economic activi- 
ties in the country regardless of the Washington 
agency which backstops them, we have established 
anew position there, that of Economic Minister. 
Mr. C. Tyler Wood, whom many of you know and 
who is one of our most experienced and senior offi- 
cials, is the incumbent of this position. 

In Pakistan our response to the requirement for 
a heavy flow of resources will be made through 
the provision of defense support to finance im- 
ports of commodities and a Public Law 480 pro- 
gram of agricultural] surpluses, as well as DLF 
lending. 


Program for the Republic of China 


Turning now to Taiwan, I would like to quote 
briefly from President Eisenhower’s mutual se- 
curity message : 

The vigorous and skilled population on Taiwan, the 
record of growth in investment and output, the very real 
potential for acceleration, offer a prospect for a con- 
vincing demonstration that under free institutions a pace 
and degree of achievement can eventually be obtained in 
excess of that resulting under totalitarianism. For this 
purpose, we envisaged the full employment of both grant 
and loan assistance to hasten the day of ultimate vi- 
ability and self-sustaining growth. 

Last year during your hearings Leonard J. 
Saccio, then Acting ICA Director, highlighted 
the extremely encouraging, and widely unrecog- 
nized, accomplishments made on Taiwan in the 
last 8 years. Industrial production has more than 
doubled. The number of private entrepreneurs 
has mushroomed. There are now some 20,000 
manufacturers producing goods ranging from 
small household items to heavy capital equipment. 
Agriculture has also expanded and diversified ; 
yields per acre are now among the world’s highest. 





*See p. 453. 
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The progress of the Republic of China leads us 
to believe that an accelerated effort may enable 
the island to reach the goal—full economic self- 
support. 

The Government of free China has prepared a 
plan for acceleration of economic growth which 
has been transmitted to U.S. representatives for 
consideration. The plan includes many signifi- 
cant Chinese actions such as tax reforms, non- 
inflationary fiscal and monetary policy, more 
liberal foreign exchange controls, and transfer of 
public-owned industries to private hands. Taken 
as a whole the many proposed activities should 
stimulate the private sector and induce an in- 
creased level of domestic investment. It is pro- 
posed that the MSP, through an appropriate 
combination of grants and loans, assist in meet- 
ing the foreign exchange costs of this addition of 
investment. The achievement of rapid growth 
largely through the vigor of the private sector 
will have an impact of great significance in the 
Far East. 


Why Concentration of Assistance? 


Some persons may well ask, as I am sure a 
number of our stanch allies in the underdeveloped 
areas will ask, “Why are we suggesting an in- 
tense concentration of assistance for economic 
growth in Taiwan and south Asia but not in all 
the other areas?” It is my belief that the answer 
to this question belongs in my public statement and 
should not be reserved for executive sessions; it 
should and will be unclassified. The reasoning 
will not come as any surprise to this committee as 
much of the underlying rationale was articulately 
expressed in your report ° of nearly 1 year ago. 

The answer is essentially twofold: first, that 
economic development cannot occur as a product 
of external assistance alone. Real development, 
which yields its broad range of benefits to the 
general population, will always be, in the main, a 
product of the work and devotion of the people 
concerned and cannot be given, or lent, or forced 
by an outside nation. 

As President Eisenhower said in his state of the 
Union message: 7 


All of us must realize, of course, that development 
in freedom by the newly emerging nations is no mere 
matter of obtaining outside financial assistance. An 


° H. Rept. 440, 86th Cong., 1st sess. 
* BULLETIN of Jan. 25, 1960, p. 111. 
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indispensable element in this process is a strong and con- 
tinuing determination on the part of these nations to 
exercise the national discipline necessary for any sus- 
tained development period. These qualities of determina- 
tion are particularly essential because of the fact that 
the process of improvement will necessarily be gradual 
and laborious rather than revolutionary. Moreover, 
everyone should be aware that the development process 
is no short-term phenomenon. Many years are required 
for even the most favorably situated countries. 


The provision of technical or capital assistance 
cannot induce dynamic progress unless the peo- 
ple themselves are prepared to make the difficult 
economic and political decisions required in the 
allocation and administration of their own re- 
sources. Foreign aid may be an indispensable 
part of the total, but increasing the amount of 
foreign aid in no sense substitutes for the neces- 
sary ingredient of full, determined, disciplined 
self-help. 

The second part of the answer is that more 
than self-help and determination is required. 
There must be an economic, institutional, and 
human-resources base upon which rapid economic 
growth can be built. 

However, when these two conditions are met, 
namely, full determination and disciplined self- 
help, plus an economic, institutional, and human 
base capable of accelerated growth, then the 
United States stands prepared to utilize a variety 
of tools and techniques in increased measure to 
help accelerate economic advancement. 

There must be, however, a judgment made by 
the United States involving selectivity in choosing 
when and where to concentrate assistance. This 
Government does not believe that properly guiding 
its actions on such judgments constitutes inter- 
ference in the internal affairs of others. The se- 
lection process does require that the United States 
make certain qualitative judgments as to the 
chances of success for economic growth unless 
the recipient deals realistically with such things as 
the tax policy, trade policy, and investment policy. 

I wish to underscore my earlier statement that 
the heart of development must come from within. 
The United States is frequently criticized for giv- 
ing too much assistance and also frequently criti- 
cized for not giving enough. These latter critics— 
both within the United States and abroad—may 
not fully appreciate the role of external assistance 
as we see it. The essential point is that the assist- 
ance policies of this Government must and do 
proceed with the recognition that our acts can 
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stimulate and can help but cannot substitute fo 
effective self-help. This point has its corollary; 
that other nations must—and many do—recognize 
that it is in their national interest to plan and 
carry the major portion of their own programs 
for economic independence. 

There is a discernible response by many nations 
to the questions of their future growth. We find 
a heightened and constructive attention to such 
questions as investment policy, encouragement of 
private enterprise, and tax and fiscal policies, 
This encouraging response is the product of many 
forces: a recognition of unfavorable relative rates 
of growth as compared to others, including poten- 
tial aggressors; the uncertainties of external as- 
sistance, as well as out of their own “trial and 
error” efforts at development. 

I said that the answer to why we should concen- 
trate assistance is essentially twofold, but there 
is a third reason, a kind of dividend reason. I 
like to call this reason the “reverse domino” effect, 
You all know the danger of chain reaction in Com- 
munist aggression, which has been often called 
the “domino” effect—one small free country is in- 
vaded or subverted by the Communists, and the 
drive of the Communists in knocking down this 
first country might serve to knock down a series 
of neighboring small countries like dominoes. 

The reverse-domino effect comes with the ability 
of these islands of development, once they have 
picked up the drive toward self-sustaining growth, 
to give assistance and inspiration in their turn to 
other underdeveloped countries which are farther 
behind in the growth process. We are now wit- 
nessing a major reverse-domino effect in the form 
of increasing efforts by Western Europe to assist 
the development of Asian and African countries. 
We are also witnessing it, on a smaller but still 
impressive scale, in the case of Israel, a small, 
medium-developed country, sending technicians to 
assist in Ghana, Nigeria, Burma, and other coun- 
tries. We see the reverse-domino effect also in 
Indian aid to Nepal, situated precariously within 
arms grasp of Red China, and we see it as Taiwan 
and the Philippines are extending technical assist- 
ance to free Viet-Nam. These examples will be 
multiplied in the years to come. 

There is also another significant effect which 
will come with success. I believe that free peo- 
ples everywhere will prefer to continue free even 
if freedom means that economic progress to the 
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stage of self-sustaining growth takes two genera- 
tions compared to the one generation which may 
be possible under totalitarian rule. But they will 
have to know that progress under freedom is possi- 
ble for underdeveloped countries. We propose to 
help supply the evidence. 

Finally, I wish to make clear, as did your com- 
mittee in its discussion of this concept in the 
report last year, that we do not mean in any way 
to suggest that those governments whose countries 
are not yet in a position to qualify for intensive 
development assistance should be cut off from 
assistance required by their special circumstances 
or from specific assistance to help establish an 
economic, institutional, and human base capable 
of accelerated growth. Such assistance will con- 
tinue to be required. The main point of the 
proposal is its recognition that increased concen- 
tration of development assistance on countries 
ready and willing for dynamic growth will pay 
the greatest dividends. 


Special Program for Tropical Africa 


Turning now to a second major feature of for- 
eign assistance planning and programing, our 
proposal for assistance to Africa I believe repre- 
sents a new step in the right direction in the 
coming year. 

Other representatives of the executive branch 
are presenting to you a picture of the swift and 
unexpected rate of political change in Africa. 
The African Continent is entering into a new 
relationship with other parts of the world. De- 
velopments in Africa require a reorientation of 
European-African relationships and a new and 
direct partnership between the United States and 
Africa. 

During the past year there have been a con- 
siderable number of visits of African leaders to 
the United States. Some of you have talked with 
these leaders, as we have. They have emphasized 
their desire for our moral support and our under- 
standing. They have stressed their needs for tech- 
nical assistance and especially their needs for help 
in the fields of education and training. Most of 
them hope for and expect continuing strong sup- 
port from the European powers. But they desire 
also to broaden their economic relationships, par- 
ticularly by securing the support and assistance of 
the United Nations and of the United States. 

Our Government will continue to encourage the 
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other Western Powers, particularly the European 
powers, to continue to help carry the burden of 
providing financial assistance to Africa. We are 
making a particular effort also to encourage pri- 
vate investment in Africa and to seek ways in 
which the resources of lending agencies can be 
used to meet capital requirements. 

We are convinced, however, that it is in the 
United States interest also to increase direct as- 
sistance to Africa. We are proposing, therefore, 
an increase in our technical cooperation program 
in Africa, and in addition we are requesting a sum 
of $20 million to finance the first year of an edu- 
cation and training program. 

There is an extraordinary need on the African 
Continent to build and to strengthen human and 
institutional resources as a precondition of rapid 
economic growth. It seems clearly appropriate 
for us to apply increased emphasis toward helping 
to meet this need, so that the Africans will in- 
crease their abilities to do things for themselves 
and will be able to utilize more effectively other 
forms of economic development assistance. 

From the oft-cited literacy and education sta- 
tistics on Africa, you are all aware of the tre- 
mendous magnitude of the problem. It is a 
problem of which African leaders are well aware 
and one which they themselves must solve. We 
recognize that to spread our limited resources 
over the entire spectrum of African education 
would be futile. We propose, therefore, to offer 
our assistance at critical points where we believe 
the benefits will be greatest. You will note from 
the material that will be provided you that we 
hope to be able to strengthen African institutions, 
which in turn can serve as more effective centers 
of planning and leadership in the education and 
training fields. We propose to concentrate on 
basic improvements in approaches to education 
and training—improvements which will be re- 
sponsive to Africa’s development needs and 
aspirations and which have a maximum demon- 
strational and multiplier effect. Hence we plan 
to channel much of our efforts into assisting the 
African leaders with basic educational planning 
and program development, teacher training, lan- 
guage training, the development and production 
of training aids and teaching materials, vocational 
and agricultural training programs, and related 
fields. 

In planning our program for tropical Africa 
we have been assisted by the recent ICA-financed 
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study “Recommendations for Strengthening Sci- 
ence and Technology in Selected Areas of 
Africa South of the Sahara”*® prepared by the 
National Academy of Sciences—National Research 
Council. Dr. J. George Harrar, vice president of 
the Rockefeller Foundation, served as executive 
director of the study with a variety of United 
States and other country scientific consultants 
assisting. 

In conjunction with the special emphasis on 
education and training, we propose that a portion 
of the $20 million program be used for activities 
which will encourage the African nations to work 
together on common problems of economic and 
technological development. Current political de- 
velopments, as you are well aware, are tending 
toward a fragmentation of the continent into 
many separate units. The common bonds once 
provided by the European metropoles are fast 
disappearing with little to replace them. The 
African leaders themselves are concerned with this 
development and are seeking ways in which to 
establish closer ties between their countries. Both 
the political desirability of closer cooperation and 
the economic efficiency of bringing together their 
available resources and talents are sound argu- 
ments for the encouragement of regional coopera- 
tion. We plan to assist in this area through sup- 
port to multicountry planning, conferences, work- 
shops, and other related activities which you will 
be able to explore further when we discuss Africa 
specifically. 


Justification of Magnitudes of Assistance 


It is customary that I should dwell on these 
categories and purposes and explain to you the 
figures in the President’s budget, as we are appear- 
ing before your committee to request authorization 
by broad category for particular purposes. And 
of course this is appropriate, although the Presi- 
dent’s budget message® delivered in January, his 
recent mutual security message, and the addresses 
of Secretary Herter and Under Secretary Dillon 
before this committee have set before you by cate- 
gory the amounts required and the purposes for 
which they will be used. Those who follow in the 
presentation to your committee will discuss in 


® Copies of the report are available from the Office of 
International Relations, National Academy of Sciences, 
2101 Constitution Ave., Washington 25, D.C. 

* For excerpts, see BULLETIN of Feb. 8, 1960, p. 202. 
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some detail these programs, explaining why the 
amounts requested are the amounts required for 
the accomplishment of United States objectives 
in the coming fiscal year. 

I would also add that you will soon have be- 
fore you comprehensive congressional presenta- 
tion books which my staff, as well as other parts 
of the Department of State, the Department of 
Defense, and the Development Loan Fund, have 
been preparing for the last 2 months and which 
represent the final product of 12 months of effort, 
In these books we have tried to provide fully rea- 
soned, considered statements justifying in detail 
the funds requested. 

As Director of ICA and as one who has spent 
his adult life largely in the Foreign Service of 
the United States, I wish to add some comments 
on our defense support, special assistance, and 
technical cooperation programs which I believe 
are appropriate and which I hope may be useful. 

I wish to state that the amounts requested of 
the Congress are minimum amounts for an ef: 
fective program. We are requesting less funds 
in defense support for fiscal 1961 than are at pres- 
ent programed for fiscal 1960, more for special 
assistance and more for technical cooperation than 
is available for the present year. 


Defense Support and Special Assistance 


Also relevant is the fact that the Congress en- 
acted last year section 503(c) of the Mutual Se- 
curity Act, which called for the executive branch 
to present plans by country for reduction and 
elimination where possible of grant economic as- 
sistance in the categories of defense support and 
special assistance. 

Your committee, I am sure, will discuss these 
plans in detail. However, at this point I would 
like to make a general observation. It appears to 
me that the manner in which our programs are 
presented to you and the way they are adminis- 
tered may well lead to the notion that our total 
defense support and special assistance programs 
are a summation of our responses to individual 
country situations. It may appear that with 
some work and good luck these individual situa- 
tions can be remedied and then the United States 
can get out of the economic assistance business. 
In part, of course, this is a true representation of 
the picture, but only in part. It might be more 
correct to add that defense-support and special- 


Department of State Bulletin 














cla 
fer 
ove 
fro 
ass 
kir 
ery 
Ne 


eco 
tha 
fea 
vot 
pat 
tio 
am 
ext 


y the 
d for 
ctives 


7e be- 
senta- 
parts 
nt of 
have 
which 
fort. 
y rea- 
detail 


spent 
ce of 
nents 
, and 
elieve 
seful. 
ed of 
n ef- 
funds 
pres- 
ecial 
than 


S en- 
1 Se- 
ranch 

and 
ic as- 
5 and 


these 
vould 
irs to 
Ss are 
\inis- 
total 
rams 
idual 
with 
itua- 
tates 
ness. 
on of 
more 
cial- 


Iletin 




















assistance magnitudes are a function of the gen- 
eral state of international political and military 
relationships. In the long run the level of appro- 
priations required will depend in large part on 
events beyond the control of either the United 
States or our friends and allies. Defense support 
and special assistance programs over the next 
several years may possibly go down significantly, 
or they may rise. 

To illustrate my point, there are a number of 
indications that Communist China, a decade from 
now, will have grown economically to the point 
where its external “power” potential may exceed 
that of Russia at the beginning of World War II. 
We all recall the nearly universal belief in 1940 
that the Japanese were a determined people with 
a low standard of living who had made some re- 
markable advances. But few people thought the 
Japanese strong enough to challenge the United 
States in mortal combat for a period of years. 
Likewise, we should recall that the relatively 
“underdeveloped” Soviet Union of the early 1940’s 
was thought by many to be incapable of maintain- 
ing a massive and effective war effort. 

If Communist China continues its rapid eco- 
nomic growth over the next decade (a real possi- 
bility), there will be an important power shift in 
the Far East and Southeast Asia. The free-world 
response to this power will, of course, depend upon 
the attitudes of Communist China in the conduct 
of its international relations. But we must not 
be caught by an economic or political Pearl 
Harbor. 

When I speak of a Pearl Harbor, I have espe- 
cially in mind a political, economic, and social of- 
fensive by the Chinese which might undermine or 
overwhelm the countries along the arc of free Asia 
from Afghanistan to Korea. Grant economic 
assistance in present, or modified, amounts and 
kinds will play an important role along the periph- 
ery of Communist China, stretching from the 
Near East and Southeast Asia to the Far East. 

These countries must develop greater internal 
economic strength. It is in our own self-interest 
that these countries move forward as rapidly as 
feasible. In this forward movement we must de- 
vote increasing attention to helping the partici- 
pating countries improve their plans and institu- 
tions for the encouragement of private enterprise 
among their own people and for attracting private 
external capital from the capital-exporting na- 
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tions. The goal of increased investment cannot 
be achieved solely by increasing the flow of capital 
from government to government. This cannot 
provide sufficient capital for the economic growth 
needs of the developing countries. Equally im- 
portant, it cannot carry with it the full range of 
skills and practical operating experience required 
for the success of industrial and commercial in- 
vestments. Furthermore, unless there is an ap- 
propriate balance between the input of public and 
private capital, there is little hope of building or 
preserving the kind of economic society conducive 
to the protection of individual liberty and demo- 
cratic concepts. Our program will therefore be 
directed in the coming year to the improvement, 
wherever possible, of the overall climate for in- 
creased private participation in the process of 
economic growth, to building or strengthening 
institutions dedicated to the advancement of this 
process, and to the creation of adequate facili- 
ties for the provision of capital to potential 
entrepreneurs. 

Likewise, grant economic assistance must neces- 
sarily be a part of our program in Africa. This 
year we are instituting our new program at a level 
of $20 million. In reference to this program 
President Eisenhower said in his mutual security 
message : 

It is my belief that this initial effort must grow 

significantly in the immediate years ahead and comple- 
ment similar efforts on the part of other free world 
nations so that the capacity of the new and other devel- 
oping nations in Africa to manage and direct their 
development can be strengthened and increased rapidly 
and effectively. 
We do not want, nor is it possible, to turn our 
back on this continent four times the size of the 
United States, with more than 200 million people. 
I believe this committee will agree with me that 
the degree of our involvement in the African Con- 
tinent can be expected to increase rather than de- 
crease. I believe you will further agree with me 
that we are facing a situation in Africa wherein 
grant assistance rather than loan assistance will 
continue to be a necessary tool in our response to 
many of the African needs such as education and 
training. 

In summary, as you look at our detailed plans 
for the elimination or reduction of individual 
country programs of grant economic assistance in 
the forms of defense support and special assist- 
ance, I believe it would be most advisable to keep 
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in mind that these categories of aid are among 
the principal tools of United States foreign policy 
and that the use of them must be responsive to 
total world military, political, and economic 
developments. 


Technical Cooperation 

Despite the notable successes of the technical 
cooperation program, we must not automatically 
conclude or assume that the programs, methods, 
devices of the past two decades are necessarily 
the best ones in helping today’s underdeveloped 
countries achieve their national aspirations and 
adequate rates of economic and social progress. 

In the past this committee has been instrumental 
in expanding and strengthening the technical co- 
operation program. Therefore it is with pleasure 
that I report today that we are initiating a serious 
study of this program looking toward recommen- 
dations as to how it can be made an increasingly 
effective instrument in the decade ahead. We are 
establishing a technical assistance study group for 
this purpose. We are seeking the best man we can 
find to head this group. We will provide him with 
such outside consultants and special staff support 
as he feels are necessary for a thorough study. 
Preliminary staff work has already begun. We 
need to know better the types of activities which 
give greatest promise of success. We must be 
ready to accept new ideas and to experiment with 
new devices if we are to achieve maximum results. 
For example, we need to know more about the 
potentialities and value of what is often referred 
to as community development. Community de- 
velopment is variously described as a concept, a 
profession, a technique. In essence, however, it 
represents one approach to problems of village- 
level development and in a number of the coun- 
tries in which it is now being employed gives 
great promise of being a successful approach. 

In the Philippines it has taken the following 
form: Twenty-three million people live in over 
20,000 small, rural communities. The late Presi- 
dent Magsaysay believed that these communities 
should be organized to obtain greater local par- 
ticipation in community affairs if democracy were 
to continue to progress. <A series of reforms were 
initiated after the last war. A new law became 
effective at the beginning of this year in which 
these rural communities were given quasi-munici- 
pal authority, including authority to levy taxes for 
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locally initiated community improvement projects, 
The right to vote was extended to women and 
single men. 

These represent changes of great significance 
for the Philippines, the importance of which may 
not be recognized by many of us in the United 
States where the concept of local democracy and 
local taxation is taken for granted, even though 
this concept has been a major factor in our political 
and economic progress. The ICA has given sub- 
stantial support to this program for the past sev- 
eral years through allocation of appreciable sums 
of U.S.-owned local currency and by providing 
technical advisers. 

We have been informed that the results of this 
cooperative effort are impressive. Over 20,000 
community development workers have been 
trained. Projects are underway in each barrio. 
Funds are being used as a primary stimulant for 
initiation of more than 8,000 aided self-help com- 
munity projects and 250 miles of barrio self-help 
roads each year. From April 1956 to June 30, 
1959, some 21,000 self-help projects were initiated. 
About 75 percent of them have now been com- 
pleted. These projects include such things as com- 
munity centers, foot bridges, pure water supply 
systems, roads, and health centers. This is a pro- 
gram which touches a great percentage of the peo- 
ple of the rural Philippines in a very real and 
personal way. 

Without prejudging the applicability of com- 
munity development to each and every bilateral 
program, we can honestly say that had we waited 
for community development to have been fully 
accepted, professionally, the notable success of the 
Philippine effort might have been appreciably 
delayed. 

Nor can we be satisfied with our accomplish- 
ments, nor with a reexamination of our past experi- 
ences to discover the way for future activity, nor 
with the addition of relatively new programs and 
devices such as community development. We must 
in ICA continuously raise our standards of what 


constitutes an acceptable level of performance 


from our personnel. 

One example of our efforts in this field, and one 
which was initiated out of the special authoriza- 
tion of $8 million made available by this commit- 
tee for fiscal year 1959, is the ICA contract with 
Boston University to provide a course and field 
survey on African studies, preparatory to the as- 
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signments of personnel to the new and expanding 
programs in Africa. There currently are 20 ICA 
personnel in the first course. A second course will 
begin this coming July. 

In conclusion, I believe our program is respon- 
sive to the guidance received from this Congress. 
I believe our program responds to the restatement 
of policy which was explained in your committee 
report last year as follows: 


“,. our first major purpose is to encourage free 
peoples to stand on their own feet, to make their 


The DLF Program for Fiscal Year 1961 


Statement by Vance Brand 
Managing Director, Development Loan Fund * 


I am gratified at the opportunity to appear be- 
fore you today for the first time. It enables me 
to present what might be considered an annual 
report to this committee on the Development 
Loan Fund. 

My report will have four parts: (1) a summary 
of our loan operations; (2) an explanation of 
recent policy and operating changes; (3) where 
our emphasis will be placed in the future; and 
(4) an explanation of why a $700 million increase 
in DLF capital out of appropriations already 
authorized is essential. 

Before proceeding to these matters, however, I 
should like to comment on one aspect of the 
legislation before you and on the setting against 
which my subsequent remarks will be offered. 

The legislation to which I refer is the proposed 
section 404 of the Mutual Security Act, which 
deals with the development of the Indus Basin.? 
Secretary Dillon has already discussed this mat- 
ter with you,’ and I understand that further elab- 


*Made before the House Foreign Affairs Committee on 
Mar. 1. 

* See p. 442. 

* BULLETIN of Mar. 7, 1960, p. 380. 
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own choices, to defend themselves against aggres- 
sion, and to create economic and political condi- 
tions under which the principles of liberty and 
human dignity can take root, grow, and ultimately 
flourish. . our global objective remains what 
it has always been : a world of freedom, justice, and 
peace in which all men may have the opportunity 
to develop freely and independently within the 
framework of their own cultures, religions, and na- 
tional capabilities. Only in such a world can the 
United States develop freely and fully its own 
culture and national aspirations.” 


oration will be offered during the regional hear. 
ings on the Near East and South Asia. I should 
merely like to add that, if the DLF is to play 
a useful role in this effort to be made in part- 
nership with many countries and which the 
International Bank for Reconstruction and De- 
velopment is organizing, it is essential that we 
have the authority to allow the use of our funds 
in accordance with the requirements, standards, 
or procedures of the IBRD. Certainly if each 
of the participating nations were to insist on the 
application of its own rules, the effective coordi- 
nation of this complex effort would be seriously 
impeded. On the basis of its known record, we 
have every reason to be confident that the IBRD’s 
own standards and procedures will result in a pro- 
gram as efficient as that which our own standards 
are designed to insure. 

Because we at the DLF are concerned with the 
economic, technical, and procedural aspects of 
lending for development, my report to you neces- 
sarily deals with such matters. This emphasis, 
however, should not obscure the fact the DLF 
is an instrument of United States foreign policy 

and that its operations are attuned to that policy. 
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You will recall that the legislation enacted 
almost 3 years ago specifically places the DLF 
under the foreign policy guidance of the Secretary 
of State. 

There are, of course, other than foreign policy 
requirements which govern the scope and direc- 
tion of our lending. The legislation and our 
administrative interpretations impose a variety 
of economic and technical criteria as well. Three 
principal criteria govern the direction of DLF 
lending: first, a major United States foreign 
policy interest in a high rate of economic develop- 
ment; second, a capacity to mobilize domestic 
resources and to use foreign assistance effectively 
in furthering economic development; third, a 
need for foreign resources which cannot be 
financed by other private and public institutions. 


Lending Operations 

I should like to turn now to an analysis of our 
lending activity. In doing so I should like to 
call your attention to the red presentation book 
which we have placed before you. It contains, 
in much fuller detail than I can provide in the 
available time, a discussion of the role and nature 
of the DLF, its detailed progress, a description 
of each approved loan, and comprehensive 
financial statements. You will note that the book 
is entirely unclassified. 

As the chart on page 2 of the red book shows, 
the Congress has made available to the DLF a 
total of $1.4 billion for lending purposes. As of 
January 31 of this year, $958 million had been 
committed for lending, representing 118 specific 
direct loans and Joan guaranties in 48 countries. 

Now I am sure there are some who are wonder- 
ing why $700 million in additional capital is being 
requested when more than $400 million is still 
available for commitment. I am afraid that these 
doubts rest on an erroneous notion that there is a 
monthly, quarterly, semiannual, or other short- 
range rate of activity which suggests the level of 
future funding that is required. 

On the basis of some years in this field I am 
convinced that development lending does not and 
cannot take place in this fashion. Its commitment 
rates are inevitably erratic, owing to the varying 
amounts of time needed to bring a project or 
program to readiness and the wide range of costs 
covered by development projects. 

But additional factors bear on the operations 
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of the DLF this year. A considerable amount of 
my time and of the staff as well was spent in a 
review and assessment of policies and operations, 
a matter to which I will return in a few moments, 
Furthermore, the new requirement that section 
517 of the Mutual Security Act apply to DLF has 
had an effect on the timing of our lending. Com- 
pletion of basic engineering and reasonably firm 
cost estimates prior to the actual obligation of 
funds, which takes place when a formal loan agree- 
ment is signed, would constitute compliance with 
this section of the act. However, in the interest of 
more effective compliance with the intent of Con- 
gress, we normally require that such conditions be 
met before submitting a loan to the Board of Di- 
rectors for approval. Moreover, we are now un- 
able, as we were in the past, occasionally to con- 
clude a loan agreement which makes the comple- 
tion of basic engineering a condition precedent to 
disbursement. 

These factors all had their effect on DLF opera- 
tions at about the same time. Now, however, we 
are moving ahead rapidly once again. We have 
on hand substantially more proposals than funds, 
and we expect to commit the balance of our avail- 
able resources before the end of this fiscal year. 

The bulk of our lending through January 31, as 
you can see from the charts on page 3 in the red 
book, has been in South Asia, the Near East, and 
the Far East and for the purpose of developing 
transport and communications, industry, and 
power. 

For a detailed breakdown of our activity, I refer 
to the section entitled “Approved Loans.” There 
we summarize the various phases of our lending 
activity by region, by individual Joan, and by fiscal 
year. The bulk of the section consists of detailed 
descriptions for all loans approved thus far. 

I should like particularly to call your attention 
to the Development Loan Fund’s support of pri- 
vate enterprise, a record which I believe is already 
substantial but which must be further expanded 
inthe future. Of the total loans and guaranties ap- 
proved for specific projects and programs through 
January 31, 1960, $304.1 million, or 32 percent, is 
for the direct benefit and use of the private sector. 
Forty-three loans and two loan guaranties were ap- 
proved for this purpose. About $160 million of the 
total consists of transactions with private borrow- 
ers and intermediate institutions which relend to 
private entities. The balance went to governments 
who will make the foreign exchange thus secured 
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directly available to private industry. Our activ- 
ities in connection with private investment are 
explained in a separate section of the book begin- 
ning on page 23, 

Returning to our financial situation for a mo- 
ment, you will note that it is summarized in a table 
on page 5 of the red book and that complete state- 
ments are provided in the last section of the book. 
These data show that formal obligations, disburse- 
ments, and income are all rising steadily. 

Our disbursements are substantially behind 
formal obligations. This is to be expected, given 
the nature of our activity. One can expect a gap 
of years, as the experience of the Export-Import 
Bank and the IBRD shows, between the conclusion 
ofaloan for a development project or program and 
the final disbursement of funds against that 
Joan. 


Recent Changes 


The picture to which I have just drawn your 
attention is one of considerable activity—consider- 
able activity right from the start. And this is as 
it should have been. The DLF was born with an 
important foreign policy mission, and it was con- 
fronted almost at birth with far more urgent and 
legitimate requests for its support than it had 
funds to satisfy. 

At the same time, it was new, with a unique 
mission—a substantially new type of operation 
under the Mutual Security Program. There was 
no existing pattern of operations which it could 
simply adopt in full detail as its own. It was 
necessary, therefore, to create the organization, 


. procedures, and policies which seemed best suited 


to its particular purposes and scope. 

For every organization there comes periodically 
atime of stocktaking; no organization can remain 
static in this rapidly changing world. Early last 
fall it seemed particularly appropriate that the 
DLF itself pause to take stock. It had by that 
time accumulated approximately 2 years of operat- 
ing experience, sufficient to judge the operational 
choices made in its earliest days. Several studies 
of its policies and organization already had been 
initiated. Moreover, as I took over my respon- 
sibilities as Managing Director in early Septem- 
ber, a self-assessment seemed appropriate and 
timely.* 





‘For an address made by Mr. Brand on “The Future 
Course of the Development Loan Fund,” see ibid., Nov. 2, 
1959, p. 635, 
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The results of this appraisal should be grati- 
fying to those who guided the DLF during its 
early stages. The basic approach then charted 
still seems sound; the early decision to emulate 
the Export-Import Bank and the IBRD insofar 
as circumstances would permit has proved to be 
correct. 

However, as a result of this review, the Board 
of Directors has decided to institute certain 
changes. With some of these you may already be 
familiar; others may be new to you. They in- 
clude an internal reorganization of the DLF, a 
reduction of the application backlog, and a change 
in procurement policy. It is these changes that 
I would like to discuss. 

However, lest I leave you with the impression 
that this review was confined to Washington or 
that it was concerned solely with organizational, 
procedural, and broad policy matters, let me first 
emphasize that a substantial part of the appraisal 
took place in the Jess developed countries them- 
selves and included within its scope loans already 
approved, and pending and prospective applica- 
tions as well. Over the past few months all of our 
senior officials, our senior loan officers, and most of 
our engineers and economists have spent at least 
several weeks each visiting the less developed 
countries with which they are concerned. Two 
of the six months I have spent with the DLF 
have been taken up with a travel schedule cover- 
ing over 50,000 miles—as much as 4,000 miles in a 
single country. In the course of visits to seven 
countries reaching from Taiwan to Spain, I looked 
intensively into our present operations and con- 
ducted various negotiations. 

In the course of these visits numerous problems 
involved in the implementation of approved loans 
were worked out, DLF policies and operating 
procedures were clarified, and the DLF’s require- 
ments for the information which must accompany 
applications were explained to many who are un- 
familiar with the practices of a development fi- 
nancing institution. As a result, our borrowers, 
our applicants, and we ourselves are now better 
equipped for more efficient and expeditious joint 
endeavors. 





Organization Changes 

In the course of this self-assessment we con- 
cluded that certain functions were understaffed, 
that others being performed by ICA would prove 
more effective under DLF management’s direct 
control, and that a general reorganization would 
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result in a more coordinated and _ efficient 
operation. 

The resulting reorganization is graphically 
illustrated on page 15 of the red book and detailed 
further on page 101. I should like to draw your 
attention to three of its aspects in particular. 
First, we now have a Deputy Director for Private 
Enterprise, who, with an augmented staff, is ex- 
pected to strengthen our activity in that sector. 
This is a matter I will discuss further in a few 
minutes. Second, the new reorganization makes 
provision for the installation and operation of a 
system of audit and accounts within the DLF 
itself, in accordance with the recommendations 
of a private consulting firm. This function is now 
being performed by ICA on a reimbursement 
basis. Third, the new organization provides for 
increased emphasis on engineering, economics, 
and financial analysis. 


Reduction of Backlog 


We were also struck in the course of our review 
with the continuing large size of our application 
backlog. It had been running at $1.5 billion for 
more than a year. It was evident, given the re- 
sources then at our command, that we could not, 
within the next year or so, commit funds in that 
amount. Under these circumstances it was ap- 
parent that many applicants would remain uncer- 
tain as to the fate of their proposals for a year 
or more and that this uncertainty might culminate 
in disappointment. This state of affairs seemed 
neither fair to the applicant nor prudent in terms 
of U.S. foreign policy. We therefore elected to 
return to the applicants all proposals on which 
action could not be taken within the current fiscal 
year or a few months beyond. This process is 
still going on; when it is concluded we anticipate 
that the backlog will have been reduced to between 
$800 and $900 million. Thus, our current backlog 
is not a measure of our full lending potential. 

Many of the proposals which we turned back 
for lack of funds this year will undoubtedly re- 
turn in the next. And from our recent travels 
we know of many more applications which are in 
process or which will be submitted when more 
funds become available to the DLF. 


Procurement Policy 


I should now like to turn to a basic shift in 
policy which has been the subject of substantial 
public discussion and, if I may say so, considerable 
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misunderstanding. I refer to the Development 
Loan Fund’s procurement policy announced on 
October 20 of last year.® 

On that date I announced that the DLF would 
thenceforth place primary emphasis on the financ- 
ing of goods and services of U.S. origin. The 
phrase “primary emphasis” was carefully chosen, 
We recognized that it would be necessary on 
occasion to finance other than U.S. goods and 
services in order to avoid undue hardship to our 
borrowers. 

Basically this change was an attempt to im- 
prove our fulfillment of the congressional mandate 
that the DLF take into account, in connection 
with any financing transaction, “whether financ- 
ing could be obtained in whole or in part from 
other free world sources on reasonable terms,” 
We had observed, in examining many proposals 
entailing non-U.S. procurement, that sufficient 
financing on reasonable terms from the nation 
likely to be the source of supply was difficult if 
not impossible to arrange. Yet we knew that the 
other industrialized countries of the Western 
World were in a much improved economic posi- 
tion, capable of expanding considerably their 
development financing on the terms that the less 
developed countries require. 

It was evident that our previous procurement 
policy deterred rather than encouraged the crea- 
tion of financing institutions providing long-term 
credit on reasonable terms. As Secretary Dillon 
indicated to you several days ago,° there is already 
some evidence that our new policy is beginning 
to encourage the expansion of such credit. It is 
only fitting that other industrialized nations pro- 
vide more long-term loans on reasonable terms to 
finance their own exports to the less developed 


areas. 


The Future 

This, then, is where we are. But where are we 
going? Our recent experience suggests that an 
increased emphasis in two directions is essential. 

First, we must expand and focus our resources 
in those places where conditions are the ripest for 
economic expansion. With the goal of greater 
self-sufficiency in mind, we can make our most 
effective contribution to the less developed coun- 


5 Tbid., Nov. 16, 1959, p. 708. 
* Ibid., Mar. 7, 1960, p. 380. 
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tries by enlarging our effort where the will and 
disciplined self-help essential to sound growth are 
already in evidence and where the institutional and 
human resources are capable of accelerating the 
development effort in an efficient manner. 

We plan, therefore, given a sufficient increase in 
our capital, to undertake in the next year a major 
efort in South Asia and in Taiwan. Others have 
already testified, and more will be said in the re- 
gional testimony on South Asia and the Far East, 
regarding the basis for these choices. For the De- 
velopment Loan Fund, I should like to affirm our 
riew that the potential exists in these areas for 
considerably increased lending against sound proj- 
ects and programs. 

Several weeks ago I returned from a month-long 
trip in the company of our loan officers and en- 
gineers which took me to India and Pakistan. A 
staff-level team has also recently completed a visit 
to India, where it surveyed future development 
prospects. On the basis of what we now know, 
these two south Asian countries will be able in the 
next fiscal year to initiate far more development 
projects and programs, for which financing is not 
yet assured, than even the increased capital we are 
requesting could support. We expect that, as in 
the past, substantial financing will be made avail- 
able by other free-world sources, and we hope that 
the amounts will rise. But even under optimistic 
assumptions regarding contributions from else- 
where in the free world, the unfunded remainder 
constitutes a potential for substantially increased 
DLF activity in this area. 

On my recent trip abroad I also visited Taiwan. 


' One need only see the substantial economic ad- 


vances already made and talk to the skilled and 
dedicated businessmen and public officials who 
have vitalized this island economy to appreciate 
the considerable economic potential of Taiwan. 
Given sufficient sound applications, I am con- 
vinceed that the DLF can expand its lending in 
Taiwan to a substantial degree and thereby par- 
ticipate with the Government of the Republic of 
China in its program to move more rapidly toward 
self-sufficiency. 

Ishould not like to leave the impression that we 
accord any less importance to areas other than 
those I have just mentioned. We expect to make 
substantial loans in several of the Latin American 


( countries. Our operations in Latin America will 


continue to take into consideration the fact that 
the Export-Import Bank, IBRD, and now the 
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Inter-American Development Bank will be active 
in the area. Congress has, of course, made clear 
that, where other sources of financing are avail- 
able, the DLF should not be active. 

We are aware that many of the countries on the 
African Continent are keenly interested in eco- 
nomic progress which will contribute to the ad- 
vancement of their peoples. Many are increas- 
ingly ready to use more capital effectively; others 
still face the task of improving the domestic sup- 
ply of technical and administrative skills. Weare 
today working with several of the African coun- 
tries on specific proposals, and our interest is 
substantial. 


Private E'nterprise 


I should like to turn now to another area in 
which, I believe, increased emphasis is essential. 

When it created the Development Loan Fund, 
the Congress reaffirmed that “. . . it is the policy 
of the United States . . . to strengthen friendly 
foreign countries by encouraging the development 
of their economies through a competitive free en- 
terprise system . . . [and] to facilitate the crea- 
tion of a climate favorable to the investment of 
private capital... .” 

We in the Development Loan Fund regard this 
emphasis on private enterprise in our basic law 
as a clear mandate to work with and through the 
business community to the utmost extent possible. 
Our task, as we see it, is not merely to assist less 
developed countries but to assist them in ways that 
will reflect, reinforce, and use free enterprise. 

While DLF assistance to private enterprise has 
been substantial, my travels abroad and through- 
out this country have provided convincing evi- 
dence that a substantially accelerated effort in 
this direction is now possible. American business 
is increasingly ready to extend its investments if 
it can obtain assistance in partially sharing the 
risks presented by new and unfamiliar markets. 
Risk sharing through the provision of loan capi- 
tal can often be the decisive factor in enabling 
private enterprise to embark upon major projects 
of considerable importance and significance to 
U.S. foreign policy interests. 

Lest I leave the impression that our interest in 
free enterprise is confined to the large projects in 
which substantial American interests invest, let 
me emphasize our interest in and support of de- 
velopment banks or loan funds which extend long- 
term credit to small businessmen. To such 
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institutions the DLF had extended 14 loans and 
one guaranty totaling almost $75 million by 
January 31 of this year. Thirty-three loans under 
$100,000 have been made by such institutions as 
the result of DLF credits. 

Our own American experience highlights the 
importance of such lending to our objectives in 
the less developed areas. We know from long 
experience how the viability of a free economy 
rests on the small entrepreneurs who form its 
core. And we also appreciate that without a 
strong middle class, comprised largely of inde- 
pendent, small businessmen, free institutions have 
an uncertain foundation. 


Proposed Increase in Capital 


It is with this record and this view of the fu- 
ture that the Development Loan Fund is now ap- 
proaching the Congress for a $700 million increase 
in its capital. New financing in this amount, out 
of funds already authorized, would enable the 
DLF to expand its lending operations to a level 
in fiscal year 1961 about $150 million higher than 
it attained in each of the 2 previous fiscal years. 

This increase is essential if the DLF is to con- 
tinue its activity in most of the 48 countries to 
which loans have already been extended, expand 
its operations selectively in those countries where 
rapid economic gains are potentially the greatest, 
and enlarge its support of private U.S. capital in 
its efforts to join in the development effort 
abroad. 

Beneath these reasons for a higher level of 
lending by the Development Loan Fund, however, 
lies another, more fundamental one. It originates 
in the wish, as expressed in section 503(c) of the 
Mutual Security Act, that bilateral grants of 
economic assistance be progressively reduced and 
terminated. I think you will agree that a prin- 
cipal means of reducing the need for such assist- 
ance are those courses of action which hasten 
economic growth and self-sufficiency. Certainly 
the developmental loans of the DLF are one such 
means. The goal expressed in section 503(c) ar- 
gues, I believe, for a larger role for the Develop- 
ment Loan Fund. 

In preparing this request we have taken into 
account an anticipated rise in capital available 
from international institutions and other nations. 
We have assumed that the Inter-American Devel- 
opment Bank will undertake some of the lending 
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in Latin America during fiscal year 1961 which 
the DLF would otherwise assume, that the Inter- 
national Development Association will not com- 
mence operations until late in the year, and that 
our efforts to increase the contributions of other 
industrialized nations to this effort will be sub- 
stantially successful. 

Applications, moreover, are still being received 
at a rate in excess of our available funds. On the 
basis of the discussions throughout the world 
which I have already described, we know of ap- 
parently sound applications in preparation which, 
together with those now on hand, would require 
even more than the funds we are now requesting. 


Conclusions 


Mr. Chairman, I again thank you for this op- 
portunity and in closing reiterate my own firm 
conviction that the Development Loan Fund, 
which is about to pass its first $1 billion in lending 
commitments, has well served and will continue 
to serve an essential national purpose in helping 
people throughout the world to maintain free 
societies. 


Congressional Documents 
Relating to Foreign Policy 


86th Congress, 2d Session 


Joint Resolution To Promote Peace and Stability in the 
Middle East. Fourth report of the President covering 
activities through June 30, 1959, in furtherance of the 
purposes of the Joint Resolution To Promote Peace 
and Stability in the Middle East. H. Doc. 342. Febru- 
ary 15, 1960. 4 pp. 

The Antarctic Treaty. Message from the President trans- 
mitting a certified copy of the treaty signed at Wash: 
ington on December 1, 1959, by the United States and 
11 other countries. S. Ex. B. February 15, 1960. 
19 pp. 

Siipametioent Convention for the Prevention of Pollution 
of Sea By Oil. Message from the President transmit- 
ting a certified copy of the convention which was signed 
at London on May 12, 1954, in behalf of certain states 
but not the United States. S. Ex. C. February 15, 
1960. 34 pp. 

Commonwealth Parliamentary Association Meeting, Can- 
berra, Australia, 1959. Report of the delegation ap- 
pointed to attend the Commonwealth Parliamentary 
Association meeting November 6-7, 1959. S. Doe. 83. 
February 16,1960. 22 pp. ; 

The Convention of Paris for the Protection of Industrial 
Property. Message from the President transmitting 4 
certified copy (English translation) of the convention 
of March 20, 1883, as revised at Brussels December 14, 
1900; at Washington June 2, 1911; at The Hague No- 
vember 6, 1925; at London June 2, 1934; and at Lisbon 
October 31, 1958. S. Ex. D. February 17, 1960. 22 pp. 
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Mutual Security Program: Summary Report on Grant Economic Assistance 
Relating to Defense Support and Special Assistance Programs 


Following is (1) the text of a letter of trans- 
mittal dated February 29 from Acting Secretary 
Dillon to the President of the Senate and the 
Speaker of the House of Representatives which 
accompanied a full classified report submitted to 
the Congress pursuant to section 503(c) of the 
Mutual Security Act of 1954, as amended, and 
(2) a general summary report submitted on 
March 4. 


Press release 100 dated March 4 
LETTER OF TRANSMITTAL 


DEPARTMENT OF STATE 
Washington, February 29, 1960 


The President has directed me to transmit to 
the Congress, pursuant to Section 503(c) of the 
Mutual Security Act of 1954, as amended, a report 
of the plans of the Executive Branch for progres- 
sively reducing and terminating, wherever prac- 
ticable, bilateral grants of economic assistance in 
the Defense Support and Special Assistance cate- 
gories. There is attached a full report together 
with an annex projecting the future of these pro- 
grams country by country, which of necessity, be- 
cause of the sensitive nature of the contents, is 
being furnished on a classified basis. A general 
summary report which is unclassified is being pre- 
pared and will be provided to the Congress in a 
few days. 





*For text of President Eisenhower’s message to Con- 
gress on the Mutual Security Program for 1961, together 
with statements by Secretary Herter and Mr. Dillon, see 
BULLETIN of Mar. 7, 1960, p. 369. For statements by 
James W. Riddleberger, Director of the International 
Cooperation Administration, and Vance Brand, Managing 
Director of the Development Loan Fund, see pp. 445 and 
453. 
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For a number of years, programs of grant eco- 
nomic assistance have been proposed by the Ex- 
ecutive Branch and approved by the Congress as 
the most effective means of promoting the attain- 
ment of United States objectives. Such programs 
have been annually reviewed by both branches of 
the government. These programs have served our 
national interests over a wide range of special and 
emergency situations and have contributed 
measurably to our security. They have been an 
indispensable instrument of foreign policy over 
a period of rapid and sometimes violent change. 
Thus, in formulating plans for progressively re- 
ducing and eventually terminating such programs 
we have had to review the objectives of these pro- 
grams and to determine whether there were al- 
ternative and equally satisfactory methods of 
securing these objectives. 

An intensive review of the goals of our economic 
assistance programs has been made by the execu- 
tive agencies concerned. This review has con- 
firmed the main conclusions of studies of our 
foreign aid methods undertaken by the Congress 
and the Executive Branch in 1956 and 1957. 
During the past few years, there has been a 
reduction in the amount of grant aid, particu- 
larly for countries receiving Defense Support 
assistance. For fiscal year 1961 the requirement 
for Defense Support is $111 million less than was 
requested last year. There has been a gradual but 
continuous shift from grant to loan programs, 

The principal means of reduction in grant aid 
is in courses of action which will accelerate the 
process of economic growth in less developed na- 
tions and hasten their economic independence. 
This argues for increased emphasis on economic 
development loans and a larger role for the Devel- 
opment Loan Fund. It also indicates a need for 
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reform of these economic policies and administra- 
tive weaknesses in the major aid-recipient nations 
which stifle initiative and impede economic expan- 
sion. Our future plans take account of these 
requirements. Economic growth, however, is not 
susceptible to precise scheduling. Conditions 
under which progress is possible can be described, 
and our energies and resources can be concentrated 
to these ends, but no timetable of achievement can 
be advanced. The accompanying report indicates 
the numerous conditional factors which may affect 
our future courses of action. 

More generally, however, we must allow for our- 
selves a range of flexibility in the instruments and 
techniques of our foreign policy for the uncertain 
years ahead. The accomplishment of our mutual 
security objectives, upon which everything de- 
pends, will require not only the devotion and 
energies of the men and women responsible for 
the day to day conduct of our activities abroad 
but also the availability of resources in the forms 
most suitable to the tasks to be performed. 

We have now, under the Mutual Security Act, 
methods of assistance designed for our several 
military, political, and economic purposes abroad. 
In the past, we have found grants of economic 
assistance indispensable to some of these purposes. 
Our review of goals, and our assessment of the 
prospective world environment within which these 
goals will be sought after, argues very strongly 
that this will continue to be the case for some 
years to come. — 

Economic progress in the poorer nations re- 
mains an abiding problem of our times. The 
great gulf between living standards of the people 
of the industrial countries and those of the devel- 
oping countries must be narrowed. As the accom- 
panying report indicates, we look forward to the 
possibility of gradually diminishing needs for 
grants of economic assistance abroad and for an 
increase in emphasis on loans for the direct ob- 
jective of economic development. 

The continuation of or the termination or reduc- 
tion of grant assistance proposed in this report 
represents the best judgment based on the current 
situation in each of the countries concerned and 
in the world as a whole. However, we all realize 
that this is a time of fluid political conditions in 
which political change is frequent and sometimes 
drastic and unexpected. It is entirely possible 
that conditions may change so rapidly and so 
greatly that it would be possible to speed up the 
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timetable in some countries, or it may be necessary 
to slow it down in others. As the proposals in 
this report are being implemented, it will be neces- 
sary to keep each country situation under con- 
stant review in order to ensure that our actions 
are consonant with conditions at the time. 


Sincerely, 
Doveias DiLLon 
Acting Secretary 


TEXT OF REPORT 


Preface 


Section 503(c) of the Mutual Security Act provides as 
follows: 


The President shall include in his recommendations to 
the Congress for the fiscal year 1961 programs under this 
act, a specific plan for each country receiving bilateral 
grant assistance in the categories of Defense Support or 
Special Assistance whereby, wherever practicable, such 
grant assistance shall be progressively reduced and 
terminated. 

A detailed report in response to this statutory require- 
ment is being submitted to the Congressional Committees 
considering the proposed Mutual Security Program for 
fiscal year 1961. That report deals with general issues 
of foreign economic assistance policy raised by the amend- 
ment. It contains planned courses of action with respect 
to future Defense Support and Special Assistance bi- 
lateral grant aid, projected country by country. The re- 
port is of necessity classified because of the sensitive ma- 
terial upon which it touches. 

However, the subject of the report is of such general 
interest and importance that it was deemed appropriate to 
provide, on an unclassified basis, as much of its general 
content and conclusions as could be done without injury 
to the security interests of ourselves and of other nations 
which are involved. This unclassified version of the re- 
port has therefore been prepared. 


Introduction 


Objectives. The reexamination of our forward plan- 
ning under Section 503(c) required a review of the ob- 
jectives of foreign economic aid programs and of the 
methods and instruments available for prosecuting these 


objectives. 


Our grant economic assistance programs to a very large 
extent trace to military and political emergencies: the 
war in Korea, the military struggles in the Indochina 
peninsula, the political upheavals in the Near East, and 
the abrupt emergence of the new countries out of the 
breakup of colonial systems. Aid programs had to be de- 
signed to strengthen weak and divided states, to help 
support military deterrents to aggression, and to cope 
with urgent political problems in the new countries and 
around the periphery of the Sino-Soviet bloc. 

Grants of economic assistance were and are appropriate 
to these circumstances and to our objectives in them. 

We have in the Development Loan Fund an agency and 


Department of State Bulletin 

















Se a ae 


Tn @® was mm 


ssary 
uls in 
1eces- 
- con- 
tions 


ON 
awry 


des as 


ons to 
ar this 
ateral 
ort or 
, Such 
1 and 


quire- 
nittees 
m for 
issues 
mend- 
espect 
ce bi- 
‘he re- 
ye ma- 


eneral 
iate to 
eneral 
injury 
ations 
he re- 


plan- 
he ob- 
of the 
these 


r large 
s: the 
ochina 
t, and 
of the 
be de- 
> help 
» cope 
s and 


priate 
2m. 


oy and 


slletin 




















economic resources for the specific and direct purpose of 
promoting economic development in the less developed 
countries. It provides aid for sound development projects 
and programs on a case by case basis. As a general rule, 
Joan assistance is suited to the economic development 
purpose and under present policies is used for it. 

This distinction of purpose is important to the planning 
of reductions in grants of economic aid. Given our 
different immediate objectives, grants and loans are 
not in a strict sense interchangeable. For many situa- 
tions, the grant method is essential to the successful 
achievement of our aims. Plans for reducing grants of 
aid must seek progress toward our objectives rather 
than changes in the method of aid. 

Means to reductions of grant aid. The varied objectives 
of our grant economic assistance programs make it im- 
possible to establish a uniform pattern of planning. In 
a number of the smaller programs, a more or less clear 
path to our primary objectives can be marked out. In 
others, however, the attainment of our objectives depends 
on the success of a broad program of action, of which 
grant assistance is one part. 

Special emphasis has been given to the problems pre- 
sented by the major Defense Support programs in five 
countries: Korea, China, Vietnam, Pakistan, and Turkey. 
These five programs, it is presently estimated, will ac- 
count in fiscal year 1960 for over 73 per cent of Mutual 
Security Act obligations for defense support assistance. 

For this group of countries in particular, the only 
practicable means through which a reduction of grant 
economic assistance can be envisaged is to be found mainly 
in expansion of their own economic capabilities. This 
in turn depends upon our Mutual Security aid policies 
as a whole, upon the availability of other sources of 
economic assistance, upon the domestic policies and atti- 
tudes of the countries concerned and upon the extent 
and nature of internal and external pressures upon them. 
Our objectives probably will call for more development 
loan assistance as a part of the process; as a result the 
resources of the Development Loan Fund will be of key 
importance. 

Taken as a whole, our plans do not project the termina- 
tion of all present grant aid needs in a defined period 
of time. This seems neither possible nor desirable in 
the light of the known factors and our own objectives. 
Moreover, new needs for grant aid are likely to arise. 
The grant method of economic assistance is peculiarly 
well adapted to the purposes and situations to which it 
has been devoted. It has been an essential instrument 
of foreign policy and, in an uncertain world, promises 
to remain so. 

After these necessary qualifications, however, it seems 
clear that the foreign economic aid program is moving, 
as rapidly as is compatible with our own interests, in the 
direction pointed to in Section 503(c). If the plans and 
programs discussed prove possible of realization, there 
will be gradual reductions in present grant economic aid 
requirements. If needs for grants for military and po- 
litical objectives do decline, the emphasis of our economic 
assistance policy as a whole can be placed more and 
more on the longer run purpose of helping to foster eco- 
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nomic growth. Our institutional and policy structure has 
already been partially redesigned for this objective. The 
opportunity to direct resources and energies to it in 
greater measure will be a welcome challenge. 


The Objectives of Foreign Aid 


GRANT ASSISTANCE PROGRAMS 


Defense Support assistance, provided to 12 countries, is 
presently estimated to require $765 million in fiscal year 
1960 and may have to be increased before the year ends. 
Among these countries, Korea, Vietnam, China, Pakistan, 
and Turkey are presently expected to receive about $575 
million. The programs range from assistance for the 
construction of military facilities in the Philippines to 
general economic support for these major recipients. 

The Defense Support programs are designed to provide, 
through grant economic aid, the margin of resources 
necessary to assure the capability of the recipient gov- 
ernment to provide the military forces and strength mu- 
tually agreed to be required for the common defense. In 
the broadest sense, they are intended to prevent the 


* economic retrogression and political instability that would 


follow if the country were to attempt to rely on its own 
resources to provide this degree of military strength. Our 
aid is thus provided for mutual objectives where the de- 
fense interest is paramount. It is for this reason that we 
consider these as objectives properly to be sought through 
grants of aid. 

Special Assistance is a flexible category of economic aid 
which has as its broadly stated purposes the maintenance 
or promotion of political or economic stability abroad. 

Programs in this category are being used to support 
friendly governments that have come under heavy exter- 
nal political pressure ; to cope with political and economic 
emergencies; to maintain an American presence and in- 
terest in situations where Soviet or Chinese Communist 
efforts at penetration have been on a substantial scale; 
to provide economic aid for defense purposes where it has 
been found infeasible to enter into the usual mutual se- 
curity relationship; to assist with small scale projects or 
programs supplementary to technical cooperation activi- 
ties ; and to provide assistance to projects, for example in 
the fields of health and education, which are of a non- 
loanable character. 

Most of the bilateral Special Assistance programs are 
grant programs. Our objectives in these programs usually 
do not meet the criteria for loans or fit the procedures of 
established lending institutions. Special Assistance grants 
are provided mainly for projects or purposes in themselves 
economically constructive but not on their own merits re- 
imbursable. A special case here is the support of activities 
directly related to technical assistance. In such cases, 
the loan method clearly could not serve our objectives. 
Each Special Assistance program, however, involves a 
separate judgment about the most effective means to the 
achievement of our specific aims, and in some cases Mutual 
Security loans, rather than grants, are used. 

Validity of grant aid objectives. Do the general security 
and political objectives of the grant aid programs remain 
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valid? The answer to this depends basically on judgments 
about the kind of world in which our foreign policy will 
have to be conducted in the years immediately ahead. 

These give no present basis for expecting that the under- 
lying conditions which created needs for grant aid in the 
past will now disappear. In Asia, the divided countries 
and the newly independent states continue under the 
ominous shadow of the Communist Chinese regime. The 
Near East is still politically unstable. The process of 
rapid political change in the less developed areas as a 
whole seems certain to continue. The Communist sub- 
versive effort, worldwide, is not diminishing. The reali- 
ties of the military balance between East and West give 
no satisfactory basis for looking forward to a declining 
level of defense requirements and particularly not to a 
declining requirement for defense against local aggression. 

Against this background, the overall purposes of the 
Defense Support and Special Assistance programs are 
sound. It is in our interest to share the burdens of mutual 
defense, to support or assist countries exposed to unusual 
political or military hazards, and to help new countries 
to get off to a favorable start as independent states. We 
need economic assistance methods suited for these ob- 
jectives. To reduce or end the requirements for grant aid 
by altering or abandoning the goals of such aid is a con- 
ceivable but not an acceptable approach. 


LOAN ASSISTANCE 


Under our current policies economic development as- 
sistance is provided, as a general rule, as a loan, and 
under the Mutual Security Act by the Development Loan 
Fund which for the current fiscal year has received 
appropriations of $550 million for lending. 

Our national interest in the economic development of 
the less developed countries is well recognized. The wide, 
and in some cases growing, disparities in standards of 
life as between people in the industrial countries and 
those in the less developed nations make for a profoundly 
unstabilizing force in the world. Expectations of a bet- 
ter future have been aroused and persist. Unless there 
is economic expansion, population growth alone will frus- 
trate them. We can ill afford to have whole societies 
increasingly embittered and despairing. Even on the 
narrower ground of sustaining our material prosperity, 
we need in the underdeveloped areas more productive 
countries which can also be better customers and trading 
partners. Economic development is one of the prerequi- 
sites to an evolution of the world which will enhance 
our national safety and well-being. 

Obviously, economic development is not set aside as 
the objective of only one instrument or method of policy. 
Our technical assistance programs always have been 
directed specifically to helping develop the basic skills 
and institutions necessary to economic growth. Our 
grant economic programs help to set a floor of economic 
activity from which economic expansion is possible; or, 
in assisting toward other objectives, they provide some 
of the resources needed for development. Our sales of 
agricultural surpluses for local currencies are related to 
the economic development objective. 
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At the same time, there is a need for a method of 
economic assistance having development as its primary 
objective, with its procedures and techniques created for 
this main purpose. This was a basic conclusion of the 
intensive studies of foreign economic aid carried on ip 
1956 and 1957 by the Executive Branch and by the House 
of Representatives and the Senate. These studies uni- 
formly agreed that our foreign economic aid program 
had to be devoted to a variety of purposes and that each 
of these purposes should be pursued by methods spe 
cifically suited to it. In the case of economic develop- 
ment, it was concluded that the proper instrument would 
be an agency to make loans on flexible terms for the 
financing of development programs and projects. To 
give effectiveness to this judgment, the Congress and the 
Executive Branch established the Development Loan 
Fund. 

The choice of the loan method of providing assistance 
for the purpose of economic development derives from 
two principal considerations. 

First, the economic development of another country, 
while clearly in our general and long term interest, does 
not normally represent a requirement of such urgency 
from our point of view as to necessitate the provision 
of grant assistance. The growth of an economy depends 
on more than the provision of additional resources. If 
the determination and capability to achieve growth exists, 
the loan technique for financing development is suitable 
to the interests of both the lender and the borrower. 

Secondly, there is the question of repayment. Financ- 
ing of the creation or expansion of economic capabilities 
and facilities which help create the means for repayment, 
is logically to be provided through lending. 

Aid in the form of either grants or loans can and 
should be so administered as to encourage sensible and 
sound economic and fiscal policies. The use of the loan 
technique is not incompatible with this objective. The 
process of preparing and justifying loan requests can 
itself be a part of the broad process of economic growth. 
The lending agency can require that loan applications 
reflect an examination of relative economic needs and 
priorities, expressed in terms of costs. It can also re 
quire the would-be borrower to view possible expenditures 
in the light of basic economic considerations. These 
actions help to impose a desirable economic discipline 
on the borrower. 


Prospects for Achievement of Short Run Objectives 


The foregoing discussion argues that, while the grant 
and loan programs under the Mutual Security Act are 
closely related, loans are not in a significant degree sub- 
stitutable for grants. This follows because our objectives 
fix the pattern of aid as between loans and grants. 
Reductions in grant economic aid depend on progress 
toward the particular objectives of the Mutual Security 
Act rather than on a shift among the economic aid meth- 
ods of the Act. 

The variety of the grant aid programs makes it impos- 
sible to project uniform courses of action for expediting 
the achievement of their objectives. In a number of cases, 
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our objectives are limited and it is feasible to schedule 
more or less firmly future reductions in grant aid. In 
others, we have set target dates for the termination of 
present programs. In a few instances, on the other hand, 
the context within which our grant economic aid is pro- 
yided gives no basis for expecting or planning reductions 
in that aid. 

Finally our major Defense Support programs present 
a unique set of issues and problems. Among these, the 
programs for Korea, China, Vietnam, Pakistan, and Tur- 
key are expected to account in fiscal year 1960 for an 
estimated 738 per cent of all Defense Support economic 
assistance. Because of their magnitude, these programs 
and the planning for them have been considered in more 
detail. 


The Problem of Reducing Defense Support Grant Aid 


Magnitude of deficits. In each of the major Defense 
Support countries there is a very large gap between, on 
the one hand, total requirements for goods and services 
and, on the other, the capabilities of the local economies 
to produce goods and services to match these demands. 
This gap, or deficit, is especially large in Korea, in 
Pakistan, in Vietnam, in China and in Turkey. In each 
case, it is attributable in whole or in large part to the 
costs of military forces maintained in the mutual de- 
fense. Grants of Defense Support aid are intended to 
make possible the continued maintenance of those forces 
by filling a portion of the deficits. 

In considering the problem of dealing with deficits of 
this magnitude, two initial assumptions are made. One 
relates to the defense budgets which directly underlie 
the deficits, the other to the continuing availability of 
agricultural surpluses as a partial means of meeting 
the deficits. 

Defense budgets. In the Defense Support program 
countries, however, the Communist threat is a highly im- 
mediate one. If the free world is to have a flexible capac- 
ity for meeting that threat, effective local forces are re- 
quired in the most directly exposed areas. This is a 
requirement that does not now appear to be susceptible 
of being diminished significantly. 

If, however, developments make it feasible to hold de- 
fense budgets more or less stable, increased economic 
capabilities can then be devoted to productive investment 
and to meeting the consumption needs of growing 
populations. 

Agricultural surpluses. An important contribution of 
resources has been made to grant aid countries through 
local currency sales of surplus agricultural commodities 
under the provisions of the Agricultural Trade Develop- 
ment and Assistance Act, usually known as Public Law 
480. Among the countries having large Defense Support 
programs, Pakistan in 1959 received $86 million of agri- 
cultural commodities, Turkey $35 million, Korea $34 
hillion, and China $13 million. 

The utility of surplus agricultural commodities in spe- 
cific country situations is strictly dependent, of course, 


/ 02 our availabilities in relation to the ability of countries 


concerned to absorb amounts in excess of normal require- 
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ments. Where all requirements for the particular com- 
modities that we have in surplus are satisfied, through 
local output or normal imports, there is no possibility of 
Public Law 480 commodities supplementing Mutual 
Security Act assistance. Also, especially in the case of 
food grains, fairly small increases in domestic production 
will often make the difference between shortage and 
sufficiency. Wide shifts in requirements from year to 
year are thus quite possible. 

It is anticipated, nevertheless, that sizeable demands 
for surplus foods and fibres over and above normal needs 
will continue in the countries receiving grant economic 
aid. The assumption is made, therefore, that it will be 
possible, as in the past, to serve important economic pur- 
poses with surplus agricultural commodities on terms 
similar to those of Public Law 480. 

Economic Development. The most promising means of 
reducing Defense Support needs is through the more 
rapid economic development of the countries concerned. 
We intend to take vigorous and specific actions looking to 
an expansion of the domestic economic capabilities of the 
countries now requiring heavy grants of Defense Support 
aid. To the extent that such measures expedite economic 
development, the economic deficits of the aid receiving 
countries will diminish, and with them the needs for grant 
economic aid. 

This approach, it should be stated frankly, does not 
lend itself to a timetable of scheduled aid reductions. 
Economic development is a highly complex matter. We 
can identify the main elements in it but there are many 
uncertainties about the forces that affect them. Present 
techniques and information allow forecasts about trends 
and directions of change, but we do not have the tools 
for predicting specific magnitudes. 

Furthermore, United States policies and actions have 
limits of effectiveness. Our aid programs, even the very 
large ones, make up small fractions, rarely as much as 
one-tenth, of the total resources involved. As for the 
policies and attitudes of other governments and peoples, 
which are critically important variables, we could not 
and indeed would not take responsibility for deciding 
them on a unilateral basis. 

These limitations on our ability to foresee or manage 
events in detail make it clear that we cannot set some 
stated level of economic activity in another country as an 
objective of American policy. The issue cannot be that 
much under our control. 

The possibilities for expediting economic development 
are broadly favorable, however. Economic growth has 
occurred in the grant aid countries and, in many coun- 
tries, has outrun population growth by varying margins. 
For example, the Republic of China since 1956 has had 
an estimated 1.5 per cent rate of increase annually in 
per capita output. 

For some of these countries, the recent past has been 
devoted to building basic political institutions or, as in 
Korea, to rebuilding from a devastating war. The next 
phase, in the absence of new military threats and ten- 
sions, can be one of emphasis on progress toward economic 
viability. This is also the view of political leaders in 
power in these countries. 
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Our planning problem is to identify—and our intention 
is to act vigorously in—the areas where our actions can 
be most effective in providing the means, or removing 
the hindrances, to economic development. 

In a broad sense, these are, first, capital assistance for 
expanded investment and, second, actions that will help 
to make existing and future investment more productive. 

Investment assistance. This is a matter for develop- 
ment lending on our part, and on the part of other 
industrial countries and the international agencies. As 
time goes on, private foreign investment should make up 
an increasing element in it. 

Our forward planning is based heavily on the proposi- 
tion that lending agencies will increasingly be able to 
finance sound development projects and programs outside 
the probable range of private investment in the countries 
receiving grant aid. 

The Development Loan Fund, which can meet a range 
of developmental needs, without putting unmanageable 
immediate burdens on the international accounts of the 
less developed countries, is particularly important in this 
respect. Its continued functioning, with substantial re- 
sources and fiexible techniques, will be an essential fea- 
ture of the approach outlined here. 

An aggressive and effective program of development 
financing will require in some countries that our technical 
assistance personnel and our field missions provide help 
and guidance in planning development projects and pro- 
grams. It may also involve experiments with new lend- 
ing techniques by the Development Loan Fund, especially 
in relation to the provision of limited credits on which 
countries could draw if increased imports resulting from 
an accelerated development effort created unusual tem- 
porary strains on their balance of payments. 

A substantial amount of foreign economic assistance al- 
ready is provided by other nations or comes from inter- 
national financial institutions. The United States is cur- 
rently seeking to encourage larger contributions from 
Western Europe and Japan to the general task of eco- 
nomic development in the less developed countries. The 
outlook on this score is favorable. Further, the capital of 
the International Bank for Reconstruction and Develop- 
ment has been increased and agreement has been reached 
on the creation of the International Development Associa- 
tion. The trend is toward an expansion of public and 
private capital flows to the developing countries. 

This process will have an indirect effect on future grant 
aid requirements. It is not possible, obviously, to fore- 
cast the amounts of increased economic assistance that 
will go to individual countries. Moreover, the needs of 
the developing nations as a whole for investment capital 
will for a long time be larger than available supplies. 
Nevertheless, some of the Defense Support countries 
probably will be able to obtain added assistance for the 
economic development needed to reduce the huge resource 
deficits that now exist. 

Possible flows of private capital to the countries under 
consideration cannot be estimated even roughly. We be- 
lieve, however, that there is room, in these countries as 
in many other less developed nations, for meaningful im- 
provements in policies and attitudes bearing on private 
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foreign investment. This is a critical point for economic 
development prospects. It bears not only on supplies of 
capital but also upon the likelihood that such capital wi 
be fully productive. 

Productivity of investment. The second part of a pro. 
gram for economic development must stress improvements 
in those factors that restrict the productiveness of 
investment. 

Our technical assistance already has made major con. 
tributions to creating or expanding the basic skills and 
institutions that are necessary. This is clearly, however, 
a long term process. We shall need to continue training 
programs and advisory services on a substantial scale as 
an essential complement to our foreign economic 
assistance. 

The productivity of capital, and the supply of capital 
as well, is dependent on government policies and 
attitudes. 

This is a matter of key importance. Capital assist- 
ance from public sources can break investment bottle 
necks and provide resources that would not otherwise 
be available. But such investment must have an environ- 
ment generally favorable to economic activity if its 
productivity is to be maximized. The creation of such 
an environment is a part of the economic development 
problem. 

There is no specific formula for this. In fact, the policy 
issues are seldom clear cut. Usually they are combined 
with sensitivities that, as a practical matter, affect the 
exercise of our influence. Nevertheless, where it is plain 
that potentially remediable policies of another government 
perpetuate the needs for extraordinary assistance, we can 
properly look for ways to cooperate in amending those 
policies. Or, on the other side, where opportunities ap- 
pear for collaboration in positive programs to foster 
economic development, it will be in our interest to view 
them sympathetically. 

Specifically, we have a legitimate interest in consulting 
with aid receiving governments on such matters as: 


Policies and attitudes toward the private business sector, 
including private foreign investment. 

Fiscal and tax policies, as they relate to investment and 
to price stability. 

Proposed increases in military expenditures. 

Exchange rates and foreign trade regulations and con- 
trols. 

Economic development plans and programs. 


Specific applications. Plans embodying the dual ap- 
proach outlined above are spelled out in the classified 
report submitted to the Congress. Although these plans 
list specific possibilities for future reductions in grant 
Defense Support, they point to economic growth as the 
chief means to progressive cuts in grant aid requirements. 

In the case of China, we have received from that Gov- 
ernment a proposal for the hastening of progress toward 
independence from extraordinary grant economic aid. The 
Government of China has put forth a series of measures 
it would take to accelerate the rate of economic expansion 
in Taiwan. These are designed, in the main, to give pri- 
vate enterprise greater scope and incentive. We consider 
that the momentum already achieved by the Taiwan 
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economy holds out relatively unique possibilities for the 
success of this kind of effort. 

We propose, subject to Congressional appropriations, to 
provide within Defense Support grant assistance for FY 
1961 an incentive component to be used for additional 
imports required in connection with an accelerated rate 
of domestic investment and to encourage the Chinese 
government in taking the measures necessary to induce 
the acceleration. It is anticipated that the result of these 
actions will be additional needs for imported machinery, 
equipment, structural steel, spare parts, and industrial raw 
materials. If such demands were to go unmet, strong 
inflationary pressures would be created and the economic 
growth process retarded or distorted. The assurance of 
a sufficient volume of imports is thus essential to the suc- 
cess of the program. 

This is frankly an experimental approach. While 
we regard this grant economic assistance as essential to 
launching the new program, we believe the principal sup- 
port for development should be the Development Loan 
Fund. Thus we will review, in the light of the year’s 
experience, the roles of grant and loan aid in meeting 
future requirements. 

Additionally, we expect from the Government of China 
a much increased volume of requests for loan assistance 
for development projects in the public sector. There 
appear to be good opportunities, also, for Development 
Loan Fund credits and guarantees for Chinese and foreign 


| private investors on a sizeable scale. 


This program for Taiwan, it is to be stressed, empha- 
sizes both elements of an economic development program. 
We propose, on the one hand, to increase the flow of 
investment capital to Taiwan, while on the other we 
expect from the Chinese side that a range of governmental 
policies bearing on the productivity of capital, particularly 
in the private sector, will be rapidly liberalized. 


Conclusions 


This report has discussed the special roles assigned to 
grant economic assistance under our present foreign aid 
policies. Grants of economic aid have served the na- 
tional interests over a wide range of special and emer- 
gency situations and have contributed measurably to our 
security. They have been an indispensable instrument of 
foreign policy during a period of rapid and sometimes 
violent change. Every indication is that we shall con- 
tinue to need the grant method of providing aid if we 
are effectively to prosecute our objective of a peaceful 
and stable world. 

There are some prospects, however, for a declining level 
of grant aid requirements. This follows, in part, from 
progress toward the specific objectives of many of our 
grant programs and in another part from the expecta- 
tion that the economic capacity of the countries receiving 
large grant aid sums can be progressively enhanced. 
There is an evident opportunity to place increasing em- 
phasis on economic development as an objective and it is 
this opportunity that we expect to seize upon. It offers 
the way to a progressive reduction of the grant aid part 
of our total foreign economic aid program and, more 
importantly, to the growth of increasingly self-reliant 
and prospering allies and friends. 
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Current Actions 


MULTILATERAL 


Finance 


Agreement establishing the Inter-American Development 
Bank, with annexes. Done at Washington April 8, 
1959. Entered into force December 30, 1959. 
Signature: Uruguay, February 12, 1960. 

Acceptances deposited: Uruguay, February 12, 1960; 
Venezuela, February 13, 1960. 


Health 


Amendments to articles 24 and 25 of the constitution of 
the World Health Organization of July 22, 1946 (TIAS 
1808). Adopted by the 12th World Health Assembly, 
Geneva May 28, 1959." 

Acceptances deposited: Thailand, September 24, 1959; 
Norway, November 2, 1959; Indonesia and Spain, 
November 4, 1959; Belgium, November 20, 1959; 
Iraq, November 25, 1959; Sweden, December 1, 1959; 
Cambodia, December 8, 1959; Korea, December 29, 
1959; Israel, January 4, 1960. 


Postal Service 
Universal postal convention with final protocol, annex, 
regulations of execution, and provisions regarding air- 
mail with final protocol. Done at Ottawa October 3, 
1957. Entered into force April 1, 1959. TIAS 4202. 
Ratifications deposited: Israel, October 23, 1959 ; Ceylon, 
November 16, 1959; Viet-Nam, December 3, 1959; 
India (with a declaration), December 21, 1959; Cam- 
bodia, January 12, 1960; Luxembourg, January 13, 
1960; Iraq (with a reservation), January 18, 1960. 


White Slave Traffic 

Protocol amending the international agreement for the 
suppression of white slave traffic signed at Paris May 
18, 1904 (35 Stat. 1979), and the international conven- 
tion for the suppression of white slave traffic signed at 
Paris May 4, 1910.2 Done at Lake Success May 4, 1949. 
TIAS 2332. 
Accession deposited: Iran, December 30, 1959. 


BILATERAL 


China 


Agreement supplementing the agricultural commodities 
agreement of June 9, 1959 (TIAS 4258). Effected by 
exchange of notes at Taipei February 11, 1960. Entered 
into force February 11, 1960. 


Denmark 


Agreement to facilitate interchange of patent rights and 
technical information for defense purposes. Signed at 
Copenhagen February 19, 1960. Entered into force 
February 19, 1960. 


Spain 


Agreement on the settlement of claims of Spanish sub- 
contractors relating to construction of military bases in 


+ Not in force. 
? The United States is not a party. 
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Spain. Effected by exchange of notes at Madrid Febru- 
ary 8 and 18, 1960. Entered into force February 13, 
1960. 


Viet-Nam 

Agreement supplementing and amending the agricultural 
commodities agreement of October 16, 1959 (TIAS 
4351). Effected by exchange of notes at Saigon Febru- 
ary 13, 1960. Entered into force February 13, 1960. 





INTERNATIONAL ORGANIZATIONS 
AND CONFERENCES 











United States Delegations to 
International Conferences 


Ten-Nation Disarmament Conference 


The Department of State announced on March 
5 (press release 105) the members of the U.S. dele- 
gation to the Ten-Nation Disarmament Confer- 
ence, to be held at Geneva beginning March 15, 
1960: 


U.S. Representative and Chairman of the Delegation 
Fredrick M. Eaton, Ambassador 


Deputy United States Representative 
Charles C. Stelle, Department of State 


Advisers 

Alexander Akalovsky, Department of State 

N. Spencer Barnes, Department of State 

Jeremy Blanchet, Department of State 

Rear Adm. Paul L. Dudley, Department of Defense 

W. Richards Ford III, Department of Defense 

G. MeMurtrie Godley, Department of State 

Robert E. Matteson, Department of State 

Capt. Willard de L. Michael, USN, Department of Defense 

Donald Musser, Atomic Bnergy Commission 

Robert G. Sturgill, Department of State 

John M. Stuart, Jr., American Consulate General, Geneva 

Lt. Col. Harry EB. Tabor, USA, Department of Defense 

Malcolm Toon, Department of State 

Henry S. Villard, U.S. Representative at the European 
Office of the U.N. and Other International Organizations, 
Geneva. 

Lawrence D. Weiler, Department of State 

Col. Thomas Wolfe, USAF’, Department of Defense 


Secretary of Delegation 
Richard C Hagan, Department of State 
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PUBLICATIONS 








Recent Releases 


For sale by the Superintendent of Documents, U.S. Gov- 
ernment Printing Office, Washington 25, D.C. Address 
requests direct to the Superintendent of Documents, ea- 
cept in the case of free publications, which may be ob- 
tained from the Department of State. 


The Subcontinent of South Asia. Pub. 6839. Near and 
Middle Eastern Series 41. 72 pp. 40¢. 

Another issue in the popular Background series, this pam- 
phlet discusses the far-reaching economic, political, and 
social developments taking place in Afghanistan, Ceylon, 
India, Nepal, and Pakistan. 


Report to Congress on the Mutual Security Program—for 
the second half of fiscal year 1959. Pub. 6926. General 
Foreign Policy Series 145. 114 pp. Limited distribution. 
The 16th semiannual report to Congress for the second 
half of fiscal year 1959 describing the achievements of 
the United States and its friends in building security 
against external attack and strengthening political and 
economic stability in the free world. 


Surplus Agricultural Commodities. TIAS 4288. 5 pp. 
5¢. 


Agreement between the United States of America and 
Poland, amending agreement of June 10, 1959. Signed 
at Washington November 10, 1959. Entered into force 
November 10, 1959. With exchange of notes. 


General Agreement on Tariffs and Trade. TIAS 4845. 
11 pp. 10¢. 

Declaration extending the standstill provisions of article 
XVI:4 of the agreement of October 30, 1947. Done at 
Geneva November 30, 1957. And procés-verbal extending 
the validity of the declaration. Done at Geneva Novem- 
ber 22, 1958. Declaration and procés-verbal entered into 
force May 11, 1959. 


Surplus Agricultural Commodities. 
10¢. 

Agreement between the United States of America and 
Viet-Nam—Signed at Saigon October 16, 1959. Entered 
into force October 16, 1959. With exchange of notes. 


Surplus Agricultural Commodities. TIAS 4354. 15 pp. 
10¢. 


TIAS 4351. 9 pp. 


Agreement between the United States of America and 
India—Signed at Washington November 13, 1959. En- 
tered into force November 13, 1959. With exchange of 
notes. And amending agreement. Exchange of notes— 
Signed at Washington November 20 and 23, 1959. Entered 
into force November 238, 1959. 


Mutual Defense Assistance—Extension of Loan of United 
States Vessels to Japan. TIAS 4355. 7 pp. 10¢. 
Agreement between the United States of America and 
Japan. Exchange of notes—Signed at Tokyo October 2, 
1959. Entered into force October 2, 1959. 


Department of State Bulletin 
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March 21, 1960 


American Republics. Economic Development in 
Latin America (Dillon) 


Australia. U.S. Welcomes Australian Trade 
Liberalization 


Canada. U.S. and Canada Continue Columbia 
River Negotiations (texts of joint statement and 
communique) 


Colombia. President Lleras of Colombia To Visit 
United States 


Congress, The 

Congressional Documents Relating to Foreign 
Policy 

The DLF Prana. ie Fiscal _— 1961 (Brand) 

The Economic Assistance Program for Fiscal Year 
1961 (Riddleberger) : mire 

Mutual Security Program: Sieniey ‘epee on 
Grant Economic Assistance Relating to Defense 
Support and Special Assistance Programs 
(Hillon, text Of PEPOrt) <1 «2 « 2 6% 6 


Cuba. U.S. Seeks To Establish Basis for Negotia- 
tions With Cuba (texts of notes) 


Disarmament. Ten-Nation Disarmament Confer- 
ence (delegation) 


Economic Affairs 

Development Assistance Group To Convene at 
Washington 

The DLF Program for Fiscal _— 1961 (Brand) 

Economic Development in Latin America (Dil- 
lon) : 

U.S. and Canada Cuttin Chua sew epee. 
tions (texts of joint statement and communi- 
que) ‘ 

US. Plans To Pastieipane in Senes Basin Project 

U.S. Welcomes Australian Trade Liberalization 


Europe. Development Assistance Group To Con- 
vene at Washington ah ht. wi at cx 
India. U.S. Plans To Participate in Indus Basin 
Project 

International Organizations and Conferences 
Development Assistance Group To Convene at 
Washington oy bd eat er eee ele 
Ten-Nation iediaisaesedien: Conference (delega- 
tion) Sh Wen, Sebe. we oak ees “we Vee oe 
Morocco. U.S. Aids Victims of Agadir Earth- 
quake 

Mutual Security 

The DLF Program for Fiscal Year 1961 (Brand) 
The Economic Assistance Program for Fiscal Year 
1961 (Riddleberger) 
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Mutual Security Program: Summary Report on 
Grant Economic Assistance Relating to Defense 
Support and Special Assistance Programs (Dil- 


lon, text of report) . . s « « 459 
Pakistan. U.S. Plans To Participate in Indus 
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Tibet. U.S. Affirms Belief in sien of Selt- 
Determination for Tibet (Dalai Lama, Herter) . 443 
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Check List of Department of State 
Press Releases: February 29-March 6 


Press releases may be obtained from the Office 
of News, Department of State, Washington 25, D.C. 


No. Date Subject 


87 2/29 Dillon: Caribbean Assembly. 

*88 2/29 Roseman receives Civil Service League 
award. 

89 2/29 Exchange of messages between Sec- 
retary Herter and Dalai Lama. 

90 2/29 Indus Basin project. 

*91 2/29 Cultural exchange (U.S.S.R.). 

92 2/29 U.S. note to Cuba. 

93 3/2 President of Colombia to visit U.S. 
(rewrite). 

94 38/1 Riddleberger: House Foreign Affairs 
Committee. 

95 3/2 Development Assistance Group. 

*96 3/2 Montgomery designated Special Assist- 
ant to Secretary of State (biographic 
details). 

*97 3/2 Wisenhower-Kubitschek joint  state- 
ment (see White House press release 
dated February 23). 

*98 3/2 Wisenhower-Frondizi joint declaration 
(see White House press release 
dated February 28). 

*99 3/2 Cultural exchange (Congo). 

100 3/4 Summary report on grant economic 
assistance. 

*101 3/4 Cultural exchange (Netherlands). 
102 3/4 Aid to Agadir earthquake victims. 
103 3/4 Australian trade liberalization. 

104 3/5 Columbia River Basin talks. 

105 3/5 Delegation to Ten-Nation Disarmament 
Conference (rewrite). 


* Not printed. 
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OFFICIAL BUSINESS 


The Republic of China 


On December 8, 1949, the Government of the Republic of China, 
as a result of Chinese Communist military successes on the main- 
land, established its provisional capital at Taipei on the island of 
Taiwan. It was a government whose political control had been 
made precarious by military defeat. Its very existence was 
threatened with internal subversion by Communist agents and by 
Communist military forces massed only 100 miles away across the 
Formosa Strait. 

This pamphlet is an account of the remarkable progress made 
by the Republic of China since 1949, the problems it has overcome, 
its situation today, and its prospects for the future. It describes 
the present territorial base of free China, its history, and its 
resources. 

The 63-page pamphlet is illustrated with maps and photographs. 
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